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EDITORIAL COMMENT 


LABOR STRIFE IN BANKING 


HE case of the Bank of America, 
N.T.&S.A., versus the National 
Labor Relations Board, under 
which the latter is attempting to force 
the former to re-employ a discharged 
employe and recognize the United Of- 
fice and Professional Workers of 
America union of the C.I.0., has be- 
gun its weary way through the courts. 
In the light of judicial trends, it seems 
highly probable that the courts will 
order the bank to bow to the will of 
the Labor Board. If this results, every 
bank in the country will soon be face 
to face with the interference, dissension, 
and disruption of efficient operation 
that inevitably accompany labor strife. 
That this outlook presents a serious 
problem to bank management through- 
out the country goes without saying. 
But it presents an even more serious 
problem for the bank employe, for he 
faces much the same kind of “libera- 
tion” that Russia and Germany have 
brought to Poland. Like Poland, he 
will have little choice in the matter— 
once give the labor lords a foot inside 
the door, and the employe will find 
himself forced to decide between per- 
sonal violence and a union card. It 
has been that way on docks, in fac- 
tories, and in department stores, and 
there is no reason to suppose that banks 
= prove an exception to the general 
rule. 
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If this merely meant that bank: em- 
ployes were to be forced to pay union 
dues of two or three dollars a month, 
the matter could, perhaps, be dismissed 
as of only minor importance. But, un- 
fortunately, unionization of the banks 
will cost bank employes far more than 


the dues they will be forced to pay. In 


a very real sense it will cost them their 
careers as bankers. Until now, the bank 
messenger, the bank clerk, and the bank 
president have been drawn from one 
and the same “class,” to use the jargon 
of the ideologies, and their aims, am- 
bitions and hopes for the bank of which 
they were a part have been largely 
identical. This identity of interest is 
natural, for most messengers dream of 
the time when they will be president, 
and most presidents, though their hair 
be gray, remember the time when they, 
too, “ran the street.” 

But unionization will change this be- 
cause, by its very nature, unionism 
establishes a barrier between the 
“workers” on one side and the “bosses” 
on the other —a barrier over which 
neither group can cross. This result 
stems from the cardinal union tenet 
that the individual’s loyalty belongs to 
the union rather than to his employer. 
Hence it shortly follows that manage- 
ment must, in self-protection, view a 
union member as a potential enemy 
to the enterprise, unfit for promotion 
and unworthy of trust. Thus, if union- 
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ization comes to the banks, the fine 
American principle that one may start 
at the bottom and rise to the top will 
largely disappear. Men hired to be 
messengers and clerks will remain -mes- 
sengers and clerks for the rest of their 
lives. Executives will be hired directly 
for their managerial roles. In short, 
bank unionization can only mean the 
creation of “classes” within the bank, 
and the messenger might as well forget 
his dream of becoming president—his 
“class” will forever bar him. 

Taken as a whole, it is doubtful if 
bank employes want to thus stultify 
their own ambitions. Indeed, the record 
of A.1.B. enrollments indicates clearly 
that young bank employes want careers 
in banking, not in unionism. But if 
the jurisdiction of the National Labor 
Relations Board over banking is up- 
held, there is little that bank manage- 
ments can do to protect this desire. 
Instead, the youngsters in banking will 
have to protect themselves. Perhaps 
the surest way for them to do this is 
to ask their Congressmen to see to it 
that the National Labor Relations Act 
is amended to exclude banking. That 
would not mean that unions of bank 
employes could not exist, but it would 
effectively put a stop to coercion under 
the protection of the Labor Board. 
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RENEWED INTEREST IN LATIN 
AMERICA 


NE result of the disturbances in 
Europe has been the revival in 
this country of interest in Latin Amer- 
ica. This rather sudden access of con- 
cern about our southern neighbors 
manifests itself almost exclusively in 
the opportunity now offered for extend- 
ing our trade to the south, owing to 
the inability of some of the European 
countries to continue their trade rela- 
tions with South and Central America. 
Before expecting to enlarge our trade 
with the quarter of the world indicated, 
we might profitably have bestowed 
greater attention on some of the char- 
acteristics of these countries—their po- 
litical systems, their resources, lan- 
guages, and especially the remarkable 
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attractions offered to tourists. As to 
the latter, if more of our people were 
informed about the many inviting fea- 
tures of the Latin-American lands, they 
would visit them instead of making re- 
peated visits to the same countries 
across the Atlantic. 

In short, as a preliminary to getting 
more trade from this section, we ought 
to show our interest in other directions. 
We ought, above all, to become familiar 
with the Spanish and Portuguese lan- 
guages. And, after wrestling with 
Spanish for upwards of a quarter of 
a century, the admonition may be of- 
fered that this is no light task. 


Rather unseemly eagerness may be 
shown by the United States in attempt- 
ing to expand our Latin-American trade 
by taking advantage of the crippled 
condition of Europe. 

We are also too much inclined to 
think of “Latin America” or “South 
America,” rather than of the respective 
nations. While, with the exception of 
Brazil, the prevailing language is iden- 
tical, much difference exists in other 
respects, and these divergences may be 
profitably studied. 


And, having given due weight to all 
the problems involved, it may be well 
not to indulge in too great expectations 
of the expansion of trade with the South 
and Central American countries. To 
begin with, many of their agricultural 
products are similar to our own, which 
fact tends to limit our trade in these 
products. It is true, however, that 
there are several commodities which 
these countries grow in their soil and 
not grown here, and which we re- 
quire. And while South and Central 
America are showing considerable 
progress in manufacturing, the indus- 
tries of the United States are at pres- 
ent better equipped to furnish supplies 
of this character. 

But the greatest existing obstacle to 
more trade with these countries is the 
credit situation. To provide for debt 
service, to acquire needed American 
exchange—these are difficult problems. 
Perhaps they may be measurably solved 
by adding to the capital of the Export- 
Import Bank. 
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READINESS OF THE BANKS TO 
LEND 


HEN bankers are charged with un- 

willingness to make loans, they al- 
most invariably reply that they are 
ready as ever to accept all sound appli- 
cations for credit. To believe this as- 
sertion requires no profound under- 
standing of the very nature of bank- 
ing, for it is by making loans that 
banks derive a large part of their in- 
come. In fact, their “investments” are 
loans in substance if not in name. 

In some communities the banks have 
compiled statistics of recent date, fully 
establishing the fact that they are in- 
creasing their loans. It is with no 
purpose of challenging the statement 
that banks are ready to accept all ap- 
plications for sound loans, that some ob- 
servations are offered on a particular 
phase of this subject. 

Sojourning recently in a rather large 
Western city for a fortnight, it was 
considered instructive to study the re- 
spective efforts being made by the banks 
and other lending agencies to bring 
their credit facilities to public atten- 
tion. As to the banks, they published 
in the newspapers some three or four 
“statements of condition.” That was 
all. The personal loan companies were 
not so timid. In the newspapers and 
over the air they presented flamboyant 
appeals for the public to come in and 
borrow, on terms that made one feel 
that their business was conducted by 
the Brothers Cheeryble. 

That inciting people to borrow money 
is doing them a real service 1s some- 
thing experience does not sustain. And 
the banks would be open to just criti- 
cism if they shouted from the house- 
tops how eager they were to lend to all 
comers 

Yet it is possible to be just a little 
more informative than were the banks 
under observation in the instance men- 
tioned above, and it is well understood 
that many banks are furnishing the pub- 
lic with all necessary information in 
regard to getting the credit required. 

With all the improvement made in 
recent years in banking publicity and 
in the public relations of the banks, 
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much work in this direction remains to 
be done. It has been weil said that 
“good wine needs no bush,” and a 
good bank ought to be known by its 
acts rather than by its words. But to- 
day, with so much information and 
more misinformation in circulation, 
banks are compelled as a matter of 
self-protection to make occasional blasts 
on their own horns. 
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PROTECTING THE GOVERN- 
MENTS 


S the banks of the country hold large 

amounts of bonds of the United 
States, which they have not bought alto- 
gether from their desirability as in- 
vestments, but from other considera- 
tions, they have a very direct interest 
in seeing that these bonds do not de- 
preciate to an extent that might impair 
the country’s banking capital. It has 
not been surprising that the outbreak 
of war in Europe has caused a fall in 
the price of these securities, and that 
the Federal Reserve banks have inter- 
vened to check the decline by a pur- 
chase of some $400,000,000 of the 
bonds in the earlier weeks of the war. 
In a sense, the banks are buying from 
themselves, for the Federal Reserve 
banks are in reality but an aggrega- 
tion of their constituent members, that 
is of all the national banks and a 
considerable number of state banks. 
Plainly enough, the banks in this united 
capacity can assume obligations far 
beyond the ability of any individual 
bank to sustain. 

The employment of this device as a 
temporary measure is of passing inter- 
est, but the larger question of having 
the Federal Reserve banks operate 40 
keep the price of United States bonds 
at a certain level and to fix the interest 
return on them is of greater importance. 
No doubt the banks would be glad to 
be relieved of any apprehensions they 
may have respecting the market price 
of the bonds, as they would also like 
to be assured of a fair yield on their 
investments in them. To assure these 
ends is a large order, and a question- 
able function of the Federal Reserve 
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banks. Economy of expenditure on 
the part of the Government would as- 
sure the continued value of its securi- 
ties without resort to more or less 
doubtful expedients. 
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INTEREST RATES AND 
CONSTRUCTION 


I N an article by A. A. Berle, Jr., re- 

printed from the Survey Graphic in 
the October number of THE BANKERS 
MacazineE, the lowering of the interest 
rate was indicated as a means of stimu- 
lating the construction of low-cost 
houses. While it is quite possible that 
mortgage interest rates have not fallen 
to the extent they should have done in 
view of the low rate of interest allowed 
on savings deposits, the idea that such 
reduction would, of itself, greatly stim- 
ulate the construction of low-cost houses 
is erroneous, although the desirability 
of such reduction is not denied. But 
the retarding factor in housing con- 
struction is not to be found in the rate 
of interest on loans for this purpose. 
The chief factor in the construction of 
such buildings does not consist of high 
interest rates, but of the high cost of 
land, materials and labor. If these 
costs could be brought down to a rea- 
sonable level, building would be stim- 
ulated more than by a reduction of 
the interest rate or by its abolition alto- 
gether. 

The reduction of the interest rate 
would be a contributing factor, but to 
place upon this rate a large share of 
the responsibility for lack of building 
activity is something which the facts of 
the situation do not warrant. 

Certainly in our large cities, at least, 
the cost of labor is higher than pres- 
ent conditions justify, and this oper- 
ates to the disadvantage of labor it- 
self, which must, in one way or another, 
help in paying for the increased cost 
entailed. 
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A BUSINESS MAN FOR PRESIDENT 


SOME time ago a correspondent of the 
New York Herald Tribune suggested 
the drafting of John D. Rockefeller as 
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a candidate for President of the United 
States. This suggestion was based on 
the thought that Mr. Rockefeller as 
President would surround himself with 
men who would conduct the affairs of 
the Government in the same way as he 
has found to be productive of good 


results in business. 


It is not the purpose of THE BANKERS 
MAGAZINE to express any opinion, one 
way or the other, as to Mr. Rockefeller’s 
fitness for President of the United States. 
But the idea that because a man has won 
great success in business, he would be 
equally successful in high political sta- 
tion is one subject to careful inquiry. 
The fact is that the art of government 
has peculiar requirements in some re- 
spects different from those essential to 
the profitable conduct of private enter- 
prise. It is said that the big business 
executives who went down to Washing- 
ton during the world war at a dollar a 
year made some pretty costly mistakes. 

Henry Ford deserves admiration as a 
great industrialist. Whether as Presi- 
dent he would repeat his astounding 
achievements may be doubted. His 
views on currency and banking hardly 
appear to be statesmanlike. 

Believing that the art of government 
should be left to those familiar with it 
by study and experience, THE BANKERS 
MAGAZINE cannot lend its support to 
Mr. Rockefeller as a candidate for 
President of the United States, a fact 
that will, it is certain, deprive Mr. 
Rockefeller of no single night of sound 
sleep. 


© 
TRUST SERVICE AND WOMEN 


IT is necessary to prove to the average 
woman that the trust service is like a 
labor-saving device in her household, 
that it is a bulwark of safety for her 
family, protecting the family not only 
in financial affairs but in time of sick- 
ness, death, all sorts of family crises, 
and that it is a friendly and human in- 
stitution—Mrs. Thomas H. Richards, 
President, California Federation of 
Women’s Clubs. 
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CJonswns the dividend check. 
Quarterly or semi-annually they 
are sent by mail to millions of 
shareholders. 


Newspapers report and comment 
on these periodic payments; econ- 
omists and _ statisticians compile 
records and adjust charts. 


The efficient machinery provided 
by our banking system, making 
possible this convenient method of 
profit distribution, is another of the 
many valuable public services ren- 


dered by banks. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$41,000,000 


Member of Federal Deposit Insurance Corporation 
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Experience with Public Meetings 


By S. N. Pickarp 
President, The National Manufacturers Bank, Neenah, Wis. 


OULD it not be desirable and 

worthwhile for the customers of 

your bank and the other citizens 
of your commmunity to know the unde- 
niable facts as to the ultimate result of 
uncontrolled Government spending and 
what it means to the individual citizens 
as compared with a national budget 
tliat is at least approaching a balance; 
know the effect on all people, and par- 
ticularly those of modest means, of what 
is commonly known as a planned econ- 
omy, wherein a centralized authority is 
able to exercise control over money 
and monetary policy to such an extent 
that free enterprise is strangled and 
the rights of the individual are almost 
entirely lost; to know the truth about 
interest rates; what causes them to be 
low and the effect of so-called cheap 
money on general business, employ- 
ment and the savings of our people; to 
know the real story of heroic service 
rendered by the banks of America to 
its people in times of both war and 
peace, during depressions as well as 
prosperity periods; to know the actual 
record of the nation’s banks in meeting 


*‘Meeting in public with your 
customers and friends to enjoy 
the music of a fine artist and to 
absorb the ideas of an outstand- 
ing educator creates a kindly 
feeling towards banking in gen- 
eral and your bank in particu- 
lar,’’ states Mr. Pickard in de- 
scribing the experience of Wis- 
consin bankers with their public 
meeting educational program 
during the past year. This arti- 
cle formed a portion of Mr. 
Pickard’s recent address at the 
ABA convention in Seattle. 


the credit needs of business, both large 
and small, and including farmers, 
working men, and all people having a 
legitimate need? 

Upon reflection I believe you will 
conclude, as we did in Wisconsin, that 
it is highly important that these basic 
principles and facts be told our people 
in an open, public meeting. As a mat- 
ter of fact, is any group better quali- 
fied to present these matters than bank- 
ers—who should be, and in the ma- 
jority of cases are, the real leaders in 
their respective communities? The 
customers of banks, as well as our citi- 
zens in general, naturally look to this 
leadership for direction and guidance 
in the problems of modern-day finance 
and economics. 


Considerations at Start 


In the introduction of the public 
meeting idea in Wisconsin a year ago 
we concluded to start by using our 
groups as the unit around which to 
build the sponsorship, and the annual 
meetings of these sectional groups as 


the occasion. Appleton, LaCrosse. 
Marshfield, Madison and Waukesha 
were the five cities selected, four of 
which being college and _ university 
towns made it easier to obtain large 
auditoriums and good-sized audiences 
interested in the program and entertain- 
ment to be offered. 

Two very important factors entered 
into our consideration of this venture 
from the outset. In order to achieve 
our objectives we had to have a speaker 
well qualified to put our story across 
to people of all ages and in all walks 
of life. At the same time, we recog- 
nized the necessity of engaging enter- 
tainment for the program that would 
have sufficient popular appeal and 
drawing power to bring out a large and 
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representative crowd. The combination 
of John Carter, young radio star and 
tenor of the Metropolitan Opera Asso- 
ciation of New York, and our own Wil- 
liam A. Irwin, Associate Educational 
Director of the A. I. B., was a happy 
one, and they both clicked 100 per cent 
on each appearance. 


Preliminary Sales Work 


As president of the Wisconsin Bank- 
ers Association at the time, I visited 
each of the five key cities to sell group 
officers and local bankers on the possi- 
bilities. There followed a rapid suc- 
cession of advertising and _ publicity 
plans of the association’s public rela- 
tions department. Special news stories 
were prepared for Wisconsin newspa- 
pers and banking publications. Attrac- 
tive printed folders, local newspaper 
advertisements, special advertisements 
in banking publications circulating in 
Wisconsin, lobby posters and tickets for 
banker delegates, customers, and public 
were prepared—all localized for the 
benefit of the five host cities. In the 
meantime, association group officers and 
local banker committees worked consci- 
entiously to complete local arrange- 
ments. About 10,000 people in the five 
cities previously mentioned heard Mr. 
Carter and Mr. Irwin. The meetings 
were planned to move along with dis- 
patch in special consideration of those 
who found it necessary to stand through 
the entire program after all available 
seats were taken. In some of the key 
cities more people could have been 
reached if larger auditoriums had been 
available. In Madison, for example, 
the University Stock Pavilion, seating 
3,600, was filled to capacity, with over 
500 on the outside of the building and 
in near-by automobiles listening to the 
program over a public address system. 


Some of our bankers who may have 
been a bit skeptical when the plan was 
outlined were pleased with the public 
response. 


Large-City Experience 


After the first five meetings to which 
I have referred had been completed 
there was an immediate demand for a 
similar function to be held at our state 
convention in Milwaukee in June. In 
response to this appeal we staged a pub- 
lic meeting at the Municipal Audito- 
rium in Milwaukee on the evening pre- 
ceding the opening of the annual con- 
vention of the Wisconsin Bankers Asso- 
ciation. Conflicting dates of the artist 
and speaker who starred on our fall 
series kept them from appearing at the 
June meeting, but we had excellent tal- 
ent in their place. The 2,000 people 
who came out on a very hot night were 
enthusiastic in their praise of the pro- 
gram, but the size of the audience was 
below our expectations and looked 
smaller because of the 7,000 seating 
capacity of the Milwaukee Auditorium. 
Let me tell you quickly where the mis- 
take was made. Some of the larger 
banks in Milwaukee were concerned 
that if a big-name artist was engaged to 
draw a crowd they would be embar- 
rassed in the tremendous rush for tick- 
ets they would have from their large 
numbers of customers. Consequently, 
we deferred to their judgment, but we 
found that it is a mistake to expect a 
large audience in a metropolitan city 
with its many competing attractions 
without. a “drawing card” entertain- 
ment feature. 

If we had followed our original idea 
and engaged one of America’s outstand- 
ing artists we would have had an audi- 
ence of 7,000 no matter what kind of 
weather prevailed. I pass this experi- 


‘‘Another result that had not been anticipated to any extent in the pre- 
liminary plans was the almost miraculous effect it had on the bankers them- 
selves. They came to the meeting, saw, and heard hundreds of their cus- 
tomers and friends applaud the program and tell them afterwards what a 
splendid contribution the bankers had made towards the education of the 
community on the importance and value of banking in everyday life.’’ 


THE BANKERS MAGAZINE. for November, 1939 


379 





*‘At these public gatherings the public learns that the interests of the 
banker and the community are the same and that not all the criticisms leveled 
at banks and bankers are true. The public learns the A, B, C, of banking 
and gains a new impression of the value of banking service. Public meetings 
create an atmosphere conducive to a discussion of mutual problems and 
a regard for the value of community banking institutions and the part they 


play in our American way of living.’’ 


ence along to you to show some of the 
pitfalls and to give you the benefit of 
it in the event any of you decide to hold 
public meetings. However, we were not 
discouraged with the results, but we re- 
solved not to make the same error again. 


Recently we had three more public 
meetings such as we sponsored last 
year. These were held at Janesville, 
Stevens Point and Eau Claire respec- 
tively. We were fortunate to again have 
John Carter and William A. Irwin, who 
teamed up in their inimitable fashion 
to entertain and inspire 4,000 more of 
our Wisconsin bank customers. These 
meetings were every bit as successful 
as those of last year, and our new 
state president has every reason to be 
gratified with the showing made. I will 
not discuss this year’s meetings further 
because the preparations for them and 
all other details were carried out in 
the same manner as a year ago. 


Essentials for Success 


The banks in the sponsoring city 
must be completely sold on the plan in 
advance and committed to giving it their 
wholehearted support. No definite start 
on the project should be made until an 
enthusiastic local interest is shown. 

So far as holding a public meeting 
in a large city is concerned, it is abso- 
lutely necessary to engage a top-grade 
artist or some other attraction that will 
not detract from the dignity of the 
occasion and yet will have that all- 
important quality of drawing power. 

Inasmuch as tickets are given out by 
the banks in the citv where the meeting 
is held, it is highly important that all 
officers and employees be thoroughly 
sold on the idea, and not just pass out 
the tickets as though they were peddling 
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handbills. In other words, the psychol- 
ogy of the affair is to make each person 
receiving a ticket feel that he is fortu- 
nate to have one, and that there is a 
large demand for them, as there actu- 
ally should be if the program has been 
arranged properly. 

Do not hesitate to give out tickets in 
the proportion of about twice the ca. 
capity of the auditorium to be used. 
Many holders of tickets will be unable 
to come, and even if some people are 
turned away, it is better than to have 
empty seats. A house jammed to the 
rafters is always the very best back- 
ground for a meeting of this type. It 
inspires the speaker and _ entertainer, 
and it is much more thrilling and ex- 
citing to be in an audience that is large 
and enthusiastic. 

With the exception of very brief in- 
troductory remarks, the program should 
definitely be confined to the appearance 
of the artist who is to entertain and the 
speaker who brings the message the 
bankers want to put across to the citi- 
zens of the community who have assem- 
bled. The maximum time of the affair 
should not exceed one and a half hours, 
thus sending everyone home wishing it 
had been longer, rather than to have 
them weary and tired from too many 
long and boring speeches. 

It is well to tie up a public meeting 
with an annual gathering of bankers— 
whether it be a state association, sec- 
tional organization, county association 
or local clearing house group, for the 
reason that it gives official color and 
sponsorship to the affair which strength- 
ens the background for the event very 
substantially. In this way an invita- 
tion can be extended to customers of 
the local banks in the city where the 
meeting is being held to attend an 
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“open” session of the convention. Thus, 
instead of giving the impression of dis- 
seminating propaganda, it very defi- 
nitely leaves the thought with the bank 
customers that they are being favored 
with an invitation to hear the inside 
story of how banks function. 

Some very interesting reactions have 
come out of our public meetings which 
have convinced us of their value. 


Wisconsin Reactions 


First, many of our bankers were 
amazed to learn that the public is 
really very receptive and sympathetic 
on the average to the problem of the 
banker after being given an opportu- 
nity to understand them. 

Second, another result that had not 
been anticipated to any extent in the 
preliminary plans was the almost mi- 
raculous effect it had on the bankers 
themselves. They came to the meeting, 
saw, and heard hundreds of their cus- 
tomers and friends applaud the pro- 
cram and tell them afterwards what a 
splendid contribution the bankers had 
made towards the education of the com- 
munity on the importance and value of 
banking in every-day life. 

Third, we found a surprising degree 
of interest in the meetings on the part 
of students and young people. Each 
audience included a good percentage of 
boys and girls who appeared eager to 
learn more about banking and its prob- 
lems, as well as to try to get the eco- 
nomic importance. This we considered 
one of the happiest results of our ef- 
forts in sponsoring these meetings. If 
we can put our story across to young 
people, our future is certainly secure. 

The nine public meetings sponsored 
by the Wisconsin Bankers Association 
thus far have made a favorable contact 
with 16,000 to 17,000 Wisconsin citi- 


zens. The constructive newspaper pub- 
licity resulting from these meetings car- 
ried the message of the speaker to many 
additional thousands who have had 
some banking and economic truths 
brought home to them in simple lan- 
guage. These meetings have shown a 
willingness on the part of bankers to 
discuss problems of mutual interest 
which has won for them public support 
and understanding. 


Need for Extension 


We believe there is a need for pub- 
lic meetings to be held in smaller cities, 
possibly sponsored by local clearing 
houses or county bankers associations. 
Such meetings would naturally be con- 
ducted on a somewhat smaller scale, but 
if high-grade musical and speaking tal- 
ent were furnished, they could be most 
effective in carrying our message out 
into the highways and byways. We 
hope to develop this idea further in 
Wisconsin. 

Public meetings help to overcome the 
notion long held that bankers are dis- 
tant and aloof. Meeting in public with 
your customers and friends to enjoy the 
music of a fine artist and to absorb the 
ideas of an outstanding educator creates 
a kindly feeling towards banking in 
general and your bank in particular. 
At these public gatherings the public 
learns that the interests of the banker 
and the community are the same, and 
that not all the criticisms leveled at 
banks and bankers are true. The pub- 
lic learns the A B C of banking and 
gains a new impression of the value of 
banking service. Public meetings cre- 
ate an atmosphere conducive to a«dis- 
cussion of mutual problems and 4° re- 
gard for the value of community bank- 
ing institutions and the part they play 
in our American way of living. 


4 


‘“We believe there is a need for public meetings to be held in smaller 
cities, possibly sponsored by local clearing houses or county bankers associa- 
tions. Such meetings would naturally be conducted on a somewhat smaller 
scale, but if high-grade musical and speaking talent were furnished they 


could be most effective in carrying our message out into the highways and 
byways.”? 
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Make Services Pay Their Way 


By Cuiaupe L. Strout 
Executive Vice-President and Cashier, Poudre Valley National Bank, Fort Collins, Colo. 


F the public were allowed to view 

banking in the proper light I am 

sure they would not only approve 
but would demand that all banks re- 
cover their costs through a system of 
adequate charges rather than invest the 
public’s funds in high-yielding ques- 
tionable investments. An accurate and 
fair uniform schedule of charges is im- 
possible of accomplishment without an 
accurate, careful cost survey of your 
own individual institution. Not only 
salaries of employees should be recov- 
ered, but fixed expenses, such as taxes, 
depreciation of building and equipment, 
protective insurance, Federal Deposit 
Insurance Corporation costs, social se- 
curity, wage and hour requirements, 
and other actual overhead should be 
allocated through an accurate cost sur- 
vey and passed on by account analysis 
to the person who directly benefits 


CLAUDE L. STOUT 


therefrom. If these expenses are theo- 
retical, if the expenses of serving the 
individual on our ledgers is a myth, 
then that portion of the expense voucher 
issued in payment of such theoretical 
or mythical expenses should never have 
been issued, because it is a misapplica- 
tion of funds. It is a fraud on the stock- 


holders. 
Necessity for Cost-Plus Basis 


Placing your institution on a cost 
plus basis will, to a great extent, remove 
the incentive to invest in high-yielding 
questionable bonds. Such loans and 
bonds are invariably acquired for th 
express purpose of obtaining income to 
offset dissipated earnings. In_ their 
anxiety to seek earnings, or in their 
search for earnings with which to mee! 
an ever-growing volume of overhead. 
many of our institutions have already 
placed themselves in an illiquid posi- 
tion. Government bonds represent ap- 
proximately 35 per cent of earning 
assets, carrying interest coupons which 
are the equivalent of investment starva- 
tion. An approximate additional 10 
per cent is invested in obligations col- 
lateralized by the full and uncondi- 
tional guarantee as to principal and in- 
terest by the Federal Government. 
Still another 15 to 20 per cent is in- 
vested in more or less illiquid indus- 
trial, railroad or municipal bonds, very 
few of which will be paid other than by 
substitution of similar obligations. 

In 1933 our own institution paid the 
approximate sum of $2,000 for a cost 
survey, which amount was completely 
recovered in the first forty-five days 
after the installation of the system rec- 
ommended by the cost accountant. To- 
day, 50 per cent of our institution's 
annual net income is composed of re- 
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coveries for services rendered. This 
was one of the most profitable expendi- 
tures our institution ever made. In or- 
der to obtain this amount of income 
from loans it would be necessary for 
us to increase our present note case 
3311/3 per cent, or in lieu thereof ex- 
pand our bond investments 200 per 
cent. Certainly there is not the risk in 
service charges that there might be in 
investments in these types of securities, 
particularly in the volume stated. We 
have never lost a dollar in service 
charges, but we lost our shirts in loans. 
That’s why I have so little sympathy 
with the pressure that is being brought 
upon us today to supplement our in- 
comes by the acquisition of illiquid 
long-term capital banking investments. 

It is not my intention to bring the 
subject of average balance into contro- 
versial discussion, but merely to state 
that banks of northern Colorado uni- 
versally use minimum balance in all ac- 
count analyses. Minimum balance re- 
covers approximately 25 per cent more 
than average balance, so the question 
resolves itself into whether or not your 
institution wishes to make 75 per cent 
recoveries or 100 per cent recoveries 
for services rendered. 

The subject of cost analysis as a 
guide to charges is one that certain men 
of national reputation and prominence 
in the field of banking have deemed 
of sufficient importance to justify a 
thorough study on their part. The re- 
sults of their study are set forth 
in Commercial Management Booklet 
No. 23, recently released by the Bank 
Management Commission of the Ameri- 
can Bankers Association. This booklet 
is commended for your careful consid- 
eration. 

Let’s stop priming that old worn-out 
pump of free service, using clear water 


from the wells of sound investments. 
For twenty-five years we primed this 
pump and have received not so much 
as a trickle from the spout. Ever since 
the public turned to the usage of checks 
and checking accounts as the .major 
portion of our circulating medium, 
priming of the “free service” pump has 
consumed 20 per cent of the income 
derived from our note case and bond 
portfolio of the income from our sound 
investments. We yet have the privi- 
lege and opportunity of cleaning our 
own backyard. Let’s get the job done 
in a respectable manner. 

Our newly elected president, Bob 
Hanes, recently said to the bankers of 
his own state at their annual conven- 
tion: “The banker who does not know 
his costs is simply working in the dark. 
Operating at a profit today offers a 
very real challenge to management with 
no promise of improvement in interest 
rates or bond yields in the near future. 
Yet there are banks today which have 
not made any effort to. analyze their 
costs and lack sufficient courage to ask 
for adequate compensation from those 
they serve.” 


Group Study of Costs 


Bankers in New York State were in- 
clined to agree that service charges 
should be based on actual costs. How- 
ever, there was a tendency for the bank- 
ers to feel that they could not individ- 
ually afford the expense of the services 
of a competent cost analyst, and they 
realized their own personnel was not 
competent to arrive at accurate cost 
figures. To meet this situation it was 
suggested that these bankers join to- 
gether in obtaining a consultant for 
group study, and that the result of such 
survey would establish sufficiently accu- 
rate cost data for each institution that 


**Ever since the public turned to the usage of checks and checking 
accounts as the major portion of our circulating medium, priming of the 
‘free service? pump has consumed twenty per cent of the income derived 
from our note case and bond portfolio, of the income from our sound invest- 
ments,’’ states Mr. Stout in the accompanying article which is a portion of 
his recent address at the ABA convention in Seattle. 
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the cost analyst would be in position to 
recommend satisfactory and workable 
service charge schedules. 

It is the unanimous opinion of those 
who have availed themselves of expert 
guidance in the matter of cost analysis 
that the expenditure has been one of 
the most profitable investments ever 
made. 

This is an inopportune time to pinch 
pennies. It is the duty of every banker 
critically to examine his own operations 
and to base the conduct of his bank’s 
affairs upon an accurate knowledge of 
costs combined with the most efficient 
operation. 

If we are satisfactorily fulfilling the 
position of trust occupied as an execu- 
tive, our time is unquestionably far too 
valuable in discharging supervisory du- 
ties for us to attempt to enter the field 
of cost analysis. The expense of hiring 
an expert to perform this service for 


Taxation Essentials 


our institution is, after all, only a small 
fraction of our bank’s annual earnings. 

If we have faith in our free and inde- 
pendently owned banking system, let’s 
demonstrate our ability to stand on our 
own feet. Let’s be independent of Gov- 
ernment aid or subsidy through capital 
stock. Let’s fulfill our true function of 
community service. And let’s do that 
by knowing our costs and making our 
services pay their way, deriving our in- 
come from its proper source, which is 
service to the public. If we do this in 
the proper manner and in the proper 
spirit the public will understand. Then 
we shall not have to worry about the 
future of independent chartered bank- 
ing. 
Those of us who take our time and 
effort in this enterprise should carry 
with us the knowledge that we have 
served our community and our country 
to the best of our ability. 


Resolutions Committee, ABA Convention, Seattle 


EDERAL tax laws should not be passed hur- 
riedly, without thorough study of their eco- 
nomic effect upon all classes of taxpayers and 


upon the Government itself. They should be writ- 
ten with the aim of providing the necessary revenue 
and should avoid imposing controls or restrictions 
on business, or uncertainties in their assessment. 

Preferably, the basic structure of Federal tax 
laws should be fixed and should remain unchanged 
for lengthy periods of time, with revenue require- 
ments being met by changes of rate within this 
structure. Then taxpayers would be enabled to 
make future commitments with reasonable cer- 
tainty. 

Once the Federal tax structure is fixed, states 
and their subdivisions can adjust their laws so as 
to avoid the present maze of duplicate and over- 
lapping taxes to which both the Federal and state 
governments have contributed. It should be pos- 
sible, also, to clarify the laws so as to avoid ex- 
pensive controversies resulting from uncertainties 
as to interpretation or conflicts between taxing 
jurisdictions. We are fully in accord with pro- 
posals for the creation of a commission to make a 
broad study of the problems here referred to. 
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Old Republic 
has pioneered in 
adapting Credit 
Life Insurance 
to banks with 
Personal Loan 
Departments, 


Or REPUBLIC has just brought out a 
unique brochure explaining its simple, practical plan of Credit Life In- 


surance as used by hundreds of commercial banks with Personal Loan 
Departments—banks of all sizes in all types of communities in 29 states 
from New York to California. The brochure also contains examples of 
the few simple forms that make the plan almost automatic in operation. 
A copy of this brochure will be sent to any bank-officer upon request. 
Address N. A. Nelson, Jr., General Manager, Old Republic Credit 
Life Insurance Company, 309 West Jackson Boulevard, Chicago, Ill. 
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Starting the New Employe 
Off Right 


VERY well-qualified _ personnel 

officer appreciates the fact that 

each new employe should be made 
thoroughly familiar, as soon as possible, 
with the services, policies and regula- 
tions of the bank. 

Such early knowledge of these mat- 
ters has many advantages. First it 
spares the new employe ‘considerable 
embarrassment in many instances—for 
example, from inadvertent violation of 
a regulation, from the necessity of ask- 
ing countless questions of those about 
him, or from inability to properly an- 
swer a customer’s inquiry. Second, the 
first few weeks of his association with 
the bank are highly important for the 
new employe—it is during this early 
period that many lasting impressions 
are gained, impressions which, for the 
bank’s and the employe’s best interests, 


should be properly guided and con- 
trolled. 

In far too many banks, however, no 
adequate provision is made for quick, 
easy acquisition of this knowledge by 


the new employe. Generally he must 
pick it up in small doses by observa- 
tion, by word of mouth from fellow 
employes, or as the result of criticism 
or “lectures” from his superiors. Re- 
gardless of how keen his powers of ob- 
servation are, how sincere his -word of 
mouth informant may be, or how hard 
his superiors may try to properly ex- 
plain, these methods leave much to be 
desired. They are, at best, “hit and 
miss” methods, and are nearly always 
subject to misinterpretation on the part 
of the new employe. 

In a few well-run institutions, how- 
ever, this problem has been solved by 
providing the new employe with an in- 
formation ‘booklet or memorandum, 
containing, a full explanation of the 
bank’s services, policies and regulations 
—-answering most of the common ques- 


tions which arise in the new employe’s 
mind. 

Since it provides an excellent ex- 
ample, and may prove of value as a 
guide for other banks, the memorandum 
provided for new employes by The 
Iowa-Des Moines National Bank and 
Trust Company, Des Moines, Iowa, is 
reprinted below: 


THINGS EVERY EMPLOYE SHOULD 
KNOW ABOUT THE IOWA-DES 
MOINES NATIONAL BANK 
AND TRUST COMPANY 


This memorandum is intended for you as 
a new employe and explains the general 
rules which you are expected to observe. 
The bank welcomes you as a member of the 
organization, hopes that you may be with 
us a long time and that good fortune will 
come to all of us. Success of the bank and 
of each employe depends on how we work 
together. 

1. Department Heads. You will be intro- 
duced to the department head from whom 
you will receive your instructions and to 
whom you should make suggestions and 
criticisms. 

2. A Locker will be provided for each em- 
ploye at the time of employment. Wraps 
and hats are to be placed in the locker. 
They are not to be taken to your place of 
work. Keep your locker locked. The men’s 
locker room has showers available and in- 
dividual towels are regularly provided. 


3. Registration. All employes without 
exception must register on the time clocks 
located on the fourth floor. Neglect to 
register causes a great deal of ‘trouble and 
inconvenience and repeated occurrence will 
be considered as a serious matter. 


4, Salaries are paid on the 15th and last 
day of each month at Windows Nos. 27 
and 28. 


5. Lateness and Absence disturbs the flow 
of- work to fellow employes. You are ex- 
pected to report on time. When necessary 
absence trom work is conternplated advance 
notice should be ‘given to your department 
head so he can arrange to have your work 
done during this period. If absent unex- 
pectedly due to illness or emergency notify 
your department head or the cashier im- 
mediately by telephone or messenger. 
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Employes are. paid during a certain 
amount of absence due to the death of an 
immediate member of the family.. Details 
may be secured from the cashier. 

6. Holidays observed by the bank are 
New Year’s Day, Lincoln’s Birthday, Wash- 
ington’s Birthday, Memorial Day, Fourth 
of July, Labor Day, National and State 
General Election Days, Armistice Day, 
Thanksgiving and Christmas. 

7. Vacations with pay are given to the 
employes of the bank as follows: 

Employes who have been continuously 
employed by the bank prior to September 1 
of the preceding year are given a two 
weeks’ vacation. 

Those employed from September 1 to De- 
cember 31 of the preceding year will receive 
one week’s vacation. 

Those people employed after January 1 
will receive no vacation during the current 
vear. 

" The vacation schedule is made up about 
March 1 of each year. 

8. Accidents or Injuries, no matter how 
minor they appear to be, must be reported 
promptly to the cashier. All employes ex- 
cept officers are covered by workmen’s com- 
pensation insurance. There is no cost for 
this insurance, the entire premium being 
paid by the bank. 

9. A Suggestion Bow is maintained on the 
fourth floor. You are urged to pass on 
ideas for the elimination of waste, for the 
improvement of bank service and for the 
prevention of accidents. Blanks are avail- 
able at the box. The bank has no schedule 
of payment for usable ideas but rewards 
have been made at times for suggestions of 
merit. 

10. A change in your address or telephone 
number should be given to the cashier 
promptly and in writing. 

11. Commissions are paid to employes for 
renting new safe deposit boxes as follows: 

To statement clerks and guards on bank 

floor 10 per cent of first year’s rental. 

To tellers in main banking room 20 per 

cent of first year’s rental. 

To all other employes 30 per cent of first 

year’s rental. 

Employes in the safe deposit department 
are not eligible for commissions. The pay- 
ment of commissions is subject to discon- 
tinuance or change by notice upon the bul- 
letin board or through the house organ. 

12. Dirty and Disorderly Working Quar- 
ters and careless, slovenly employes are not 
conducive to good: workmanship or safety; 
therefore, please do your best to improve 
the appearance of the working quarters and 
equipment and give careful attention to 
your personal appearance. 

13. Damaging or Destroying bank prop- 
erty or defacing the walls of the. building 
is prohibited. Desks should be cleared at 
close of business and machines should be 
properly covered. 
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Requisitions for supplies should be pre- 
sented before 9 o’clock each morning at 
stock room. You are requested to be eco- 
nomical in the use of all supplies and help 
to reduce expense by never being wasteful. 

14, Personal Visits and Personal Tele- 
phone Calls during banking hours should 
be held to the minimum. 

15. Employes are not permitted to leave 
the building during working hours without 
the permission of the department head. 

16, Burglar Alarms are located in tellers’ 
cages and various departments in the bank. 
You should familiarize yourself with the 
alarm nearest your place of work. Your 
department head will instruct you how 
alarms are operated. 

17. Fire Prevention. Inflammable ma- 
terial must not be placed near electric wires 
or outlets. Fire extinguishers are located 
on each floor. 

18. Solicitation Among Employes. The 
solicitation of money for gifts or other con- 
tributions is not permitted without the ex- 
press approval of the cashier. 

19. Personal Difficulties may be brought 
to the attention of the cashier. 

20. Lost and Found Articles should be 
turned in promptly to the statement cage. 

21. Resignations. Employes who contem- 
plate leaving the employ of the bank are 
requested to notify the cashier as far as 
possible in advance. 

22. Applications for Employment. If any 
of your friends would like to enter the 
employ of the bank advise them to ask for 
application blanks which are available at 
the cashier’s desk. As a general practice 
this bank does not employ immediate mem- 
bers of the family or relatives of employes. 

23. Our House Organ “Bank Notes” is 
distributed to each employe the Ist and 
15th of each month. Suggestions and con- 
tributions to “Bank Notes” are always wel- 
comed by the editor. 

24, The Bulletin Board located on the 
fourth floor carries special notices for the 
attention of employes. 

25.. Lights and Electric Fans must be 
turned off at closing. 

26. Group Insurance at low cost is avail- 
able to employes who have been with the 
bank 90 days or longer. Details may be 
secured from the cashier. Employes are 
urged to avail themselves of this low cost 
protection, a large part of which is paid 
by the bank. 

27. Information confidential. Practically 
every transaction between the bank and its 
customers is of a confidential nature and 
nothing that transpires in this connection 
should ever be discussed with, or disclosed 
to, anyone on the outside—not even to mem- 
bers of your immediate family. Under no 
circumstances may bank records be taken 
out of the bank. 

28. In addition to ability and length of 
service, qualities of character which are de- 
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termining factors in bringing about ad- 
vancement include—honesty, courtesy, care- 
fulness, initiative, willingness to. co-operate, 
loyalty and personality. 

29. A. I. B. The American Institute of 
Banking is a voluntary national educational 
and social organization for bank employes. 
Although dues for membership are paid to 
the local chapter by employes the bank. also 
conributes a sizable amount each year 
to the support of this organization. In ad- 
dition to various s(eial functions during the 
year study classes’ pertaining to banking are 
conducted. The bank encourages all em- 
ployes to take advantage of this opportunity 
for self-betterment. Those who take A. I. B. 
classes and attend 60 per cent of the classes 
are reimbursed by the bank for their tuition 
fees. 

30. Telephones. One of the most impor- 
tant contacts with our customers is by 
means of the telephone. Telephone calls 
should be answered promptly and every ef- 
fort should be made to see that the cus- 
tomer receives the best possible attention. 

31. Correspondence must be signed by an 
officer or by someone to whom authority has 
been delegated. 

32, Messenger Protection. A messenger 
should never be sent with currency or ne- 
gotiable securities amounting to more than 
$1,000.00 unless he is accompanied by an 
armed escort. 


33. Outside Employment. The employe 


who seeks to increase his income by dual 
employment rarely succeeds in permanently 


benefiting himself and often retards his ad- 
vancement in the bank. For this reason 
the bank will not sanction any employe en- 
gaging in outside part-time occupations for 
pay. 

34. Use of Bank’s Name. Under no cir- 
circumstances should any employe involve 
the name of the bank in his personal or 
business affairs. 

35. Live Within Your Income should be 
the plan of every employe. If he deems it 
insufficient he should endeavor to make 
himself so valuable that ‘he can earn more 
with the bank or seek employment else- 
where. Never borrow money from your 
fellow employes or through loan agencies. 
Employes are not permitted to endorse 
notes, checks, contracts or other obligations 
for the accommodation of others. Employes 
contemplating marriage whose salary is less 
than considered sufficient for the proper 
maintenance of a home are urged to con- 
sult with the cashier before assuming this 
responsibility. 

36. If you learn of the change of address 
of a customer please notify the statement 
department who in turn will advise the 
bookkeeping, bond, credit, discount, mort- 
gage loan, safe deposit, trust, safekeeping, 
time-payment plan, savings and file depart- 
ments. 
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37. “It’s Smart to Be Thrifty.” The 
bank urges you to save part of your in- 
come, Save for the things you want to buy 
—the down payment on a home—auto re- 
placement—a glorious vacation; save -for 
insurance, taxes, investments, or for future 
known or unknown expense. 

’ 38. This bank is a member of the North- 
west Bancorporation which is a group hold- 
ing company owning over 95 per cent of 
the aggregate common stock of 87 member 
banks throughout the Central and North- 
west. The Iowa-Des Moines National Bank 
and Trust Company is the second largest 
bank in the group, the leading bank being 
the Northwestern National Bank and Trust 
Company of Minneapolis, Our bank bene- 
fits from the many advantages of group 
banking such as greater financial stability, 
excellent credit facilities, diversification of 
lending risks, and adequate resources for 
financing needs of business enterprise. The 
actual operation of our bank is in the hands 
of our own officers and board of directors. 

39. Now that you are a member of the 
bank’s organization you are urged to de- 
velop new business for the bank in its vari- 
ous departments. If you need assistance in 
securing a piece of business call it to the 
attention of one of the officers. Suggest to 
your friends and members of your family 
how this bank can be helpful to them. Re- 
member at all times to make the customers 
of the bank feel at home and to give each 
account the best possible service. 


In a memorandum of this kind, it is diffi- 
cult to include everything pertaining to 
your work. Where details are lacking or 
questions brought to mind please inquire 
for further information from your depart- 
ment head, It is suggested that this memo- 
randum be retained and that you review 
it from time to time. 


This memorandum also includes a 
list of all departments of the bank, and 
their location. Then, in a pocket of the 
memorandum cover, are placed various 
folders describing in detail the services 
of the bank and other matters of con- 
cern to the new employe. For example. 
a. booklet is included which describes 
the Federal Deposit Insurance Corpora- 
tion organization and protection of de- 
posits. Another folder, prepared by 
the Northwestern Bell Telephone Com- 
pany, is entitled “You and Your Tele- 
phone.” It contains advice on proper 
telephone usage, explaining the proper 
greeting, attending calls for someone 
else, and various other suggestions of 


value both to the employe and to the 
bank, 
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Determining 


A Primary Reserve Policy 


By Pau M. ATKINS 
Executive Vice-President, 
Grant & Atkins, Inc., New York City 


ITH the data obtainable from 

these three analysis sheets and 

from the regular records of the 
bank, it is possible to make an analysis 
of the probable primary reserve require- 
ments day by day in advance, giving 
full consideration to all the informa- 
tion which can be obtained concerning 
the temporary deposits. This Primary 
Reserve Requirement Sheet is illustrated 
in Figure I. All of the items on this 


form are the results of computations, 
forecasts of the future, worked out as 
accurately as circumstances will permit. 
All of them should be entered in pen- 
cil and corrected as more data become 
available with the passage of time. 


The first three items on this sheet 
need no further explanation. The fourth 
represents the forecast of the probable 
future legal reserve requirements. It is 
based on the forecast of what the amount 
of the deposits is likely to be. The 
fifth item has already been discussed. 
The sixth is the forecast of the probable 
working balances needed. The seventh, 
computed probable primary reserve re- 
quired. The eighth item has been ex- 
plained. The ninth is the forecast of 
the probable cash from other sources 


The accompanying article is a 
continuation of the one which 
appeared in the October issue of 
THE BANKERS MAGAZINE, 
and is the third in a series of 
*‘previews’’ of Dr. Atkins’ new 
book on bank secondary reserve 
and investment management 
soon to be published by The 
Bankers Publishing Company. 


than those covered by item eight. The 
tenth is the amount of the cash prob- 
ably on hand to meet the primary re- 
serve requirements. If there is a prob- 
able excess, it is entered as the eleventh 
item. If a deficit is foreseen, it is posted 
as the twelfth item. If there is likely 
to be a deficit, plans should at once 
be made to provide ways and means of 
meeting it. The remaining items indi- 
cate ways and means for supplying the 
deficiency. 

It is evident that, as each day ap- 
proaches, it is possible to make the sev- 
eral forecasts with an ever-increasing 
degree of accuracy. Even if the fore- 
casts are not exact, they provide much 
valuable information to aid in the man- 
agement of the primary reserve. If, 
for example, it appears probable that 
an adequate supply of cash is not likely 
to be obtained from ordinary sources, 
the various possible ways indicated on 
this form may be considered to see 
which one or which combination of two 
or more of them can be employed most 
advantageously under the existing cir- 
cumstances. On the other hand, if ex- 
cess primary reserves are piling up be- 
yond any probable need after giving 
full consideration to the temporary de- 
posits, the management can then discuss 
the possibility of further additions to 
their investment account. 

It is obvious that the continuous op- 
eration of an analysis of this sort in- 
volves some little labor and that, since 
judgment is an important factor, it re- 
quires the supervision of a senior officer 
of the bank. It is not recommended, 
therefore, except in those cases where 
the volume of temporary deposits 
creates a major problem for the man- 
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FIGURE I 
Primary Reserve Requirement Sheet. 
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Loans from Federal Reserve Bank 


Seaman of Secondary Reserve Accounts eae 


agement. Under such conditions the 
labor and time needed for an analysis 
of this type are negligible compared with 
the advantages which may be derived 
from it. The form of the analysis sug- 
gested is given as illustrative only. 
Every banker who is confronted with 
the problem under discussion should 
adapt it to meet the needs of his own 
institution or develop another method to 
suit his requirements. The goal sought 
is important, the method used to attain 
it is not of significance. 

Having determined the amount of the 
primary reserve required, there is still 
the question of how that primary re- 
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serve should be distributed. If a bank 
is a member of the Federal Reserve Sys- 
tem, and if present trends in banking 
legislation continue it seems probable 
that all banks will eventually become 
members, the entire legal reserve of a 
bank must be carried as deposit with 
its Federal Reserve bank. 

It has already been pointed out that 
the legal reserve requirements for de- 
mand deposits for these banks vary with 
the classification into which a_ bank 
falls. The requirements for both de- 
mand and time deposits and for all 
classes of banks have varied with the 
passage of time, as is shown in the ac- 


391 





companying table of “Member Bank 
Reserve Requirements.” 

There is no guarantee that the per- 
centages now in effect will not again be 
changed, and it is quite possible that 
the former policy of practical invari- 
ability has been superseded by one of 
variation to meet what is believed to 
be the needs of the moment. In the 
days of free and unlimited convertibility 
of currency and deposits into gold in 
most of the principal countries of the 
world, frequent changes in the redis- 
count rate by central banks was re- 
garded as a major regulatory device 
and, originally, it was expected that the 
Federal Reserve System would employ 
this method as a means of controlling 
the flow of credit in this country. Such 
expectation was only partiaily realized 
and in the thirties it was abandoned. 
Perhaps the use of variations in the 
legal reserve requirements may replace 
it as a regulatory medium. Probable 
changes as well as actual changes need 
to be studied constantly by bankers, for 
such changes affect the amount of the 
primary reserve and its distribution. 


Legal Reserve Requirements 


When the legal reserve requirements 
were established, they were regarded in 
some quarters as minima below which 
the deposits of member banks should 
not be permitted to fall, but they soon 
became considered as maxima which a 
bank should be careful not to exceed 


greatly. The reason for this is easy to © 
find. From the start, Federal Reserve 
banks were forbidden to pay interest:on 
deposits. Until forbidden by law to do 
so, metropolitan banks, which were the 
principal city correspondents of the 
smaller banks, paid at least a little in- 
terest. Hence there was no gain in hav- 
ing deposits with a Federal Reserve 
bank. Since the payment of interest on 
demand deposits is no longer permitted, 
the Federal Reserve banks and the met- 
ropolitan banks are on equal terms in 
this respect. In general, however, the 
practice has continued of maintaining 
balances with Federal Reserve banks at 
or near the legal requirements. 

While it is true that it is necessary 
for banks to meet certain legal reserve 
regulations and that certain penalties 
result from failure in this respect, it is 
not true that a bank may not temporar- 
ily draw down its balances with a Fed- 
eral Reserve bank below the amount 
fixed by the regulations and still avoid 
penalties. This is due to the fact that 
the requirements are computed on the 
basis of the average deposits with the 
member banks and its average deposits 
with its Federal Reserve bank. For the 
larger banks, these averages are com- 
puted twice a week, for banks in some- 
what smaller centers once a week, and 
for most country banks twice a month. 
Hence there is a certain flexibility of 
deposits with a Federal Reserve bank, 
making it possible temporarily to draw 
them down below the legal limits. 


MEMBER BANK RESERVE REQUIREMENTS 
(Per Cent of Deposits) 


CiassEs oF Deposits 6-21-17 
AND BANKS 8-15-36 
On net demand deposits* 
Central reserve city .... 13 
Reserve city 
Country 
On time deposits 
All member banks .... 3 


8-16-36 
2-28-37 
1914 
15 17% 20 
10% 


4Y% 


5-1-37 
4-15-38 


3-1-37 
4-30-37 


4-16-38 


and after 


223/, 26 223, 
17% 


1244 14 12 


514 6 5 


*Gross demand deposits means demand balances with domestic banks (except 
private banks and American branches of foreign banks) and cash items in process 


of collection. 
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Naturally, all balances above the legal 
reserves are free balances entirely at 
the disposition of the member bank. 


Distribution of Remainder 


The legal reserves must be maintained 
with a Federal Reserve bank or, in the 
case of non-member banks, in the form 
and place prescribed by regulations. 
The distribution of the remainder of 
the primary reserve is largely a matter 
of the discretion of the bank manage- 
ment, and is predicated on the need of 
having funds available in one or more 
business centers, the number of metro- 
politan banks with which it wishes to 
maintain contact and the intimacy of 


that relationship, the amount of cash ~~ 


which it requires in its own vault, etc. 
The determination of the last named 
item depends on the size and number 
of the payroll accounts handled and 
other demands for currency and the 
time necessary to replenish supplies. 
All these questions are primarily a mat- 
ter of expediency which can be settled 
on the basis of practical experience. 


Primary Reserve Policies 


To a considerable extent in the prac- 
lical operation of a bank, the primary 
reserve is a balancing item, experienc- 
ing greater percentage of fluctuations 
and subject to less control on the part 
of the management than the other major 
assets and liabilties. It must not be as- 
sumed from this, however, that it is 
either wise or impossible to establish 
certain primary reserve policies for the 
guidance of its management. A policy 
should include a definite statement by 
the board of directors of the manner in 
which the size of the primary reserve 
is to be determined and the way in 
which it is to be distributed. As a sug- 
gestion, it is recommended that this 
statement should be somewhat as fol- 
lows, the percentages being indicated at 
the discretion of the board of directors, 
reviewed at regular intervals by them, 
and changed as the position of the bank 


and the probable future developments 
in banking and business make this ap- 
pear desirable: 


PRIMARY RESERVE POLICY 
STATEMENT 


The primary reserve is to be distributed 
as follows: 

The legal reserve plus an amount ap- 
proximately equal to an additional 
per cent of all deposits to be kept in the 
Federal Reserve bank of ———___.. 

An amount approximately equal to 
per cent of all deposits is to be kept in 
the vault of the bank. 
; The remainder of the primary reserve is 
to be kept in the following banks in the 
proportions indicated: 


Bank 
Bank of New York 
Trust Co. of N. Y. 
Bank of Boston 
Bank of Philadelphia 
Bank of Chicago 
Bank of 


Per Cent 


The primary reserve is to be determined 
as follows, the computation to be made 
every : 

Per Cent 

Legal reserve 

Demand deposits ............... 
Time deposits 
Temporary deposit reserve ....... 
Working balance (basic) ......... 


The percentage used in computing the 
working balance is to be increased 
per cent for every increase of per 
cent in total deposits above $________.00. 
It is to be decreased proportionately when 
deposits decline, but at no time is it to be 
less than the basic percentage indicated 
above. 

The above statement of policy is to come 
up for review automatically every six 
months beginning with the first meeting of 
the board of directors in the month of 

19__. It may be brought up for 
review at any meeting of the board of di- 
rectors on the request of any member. 


If the temporary deposits represent a 
major problem and it is decided that, 
because of them, the control of the pri- 
mary reserve is to be exercised as de- 
scribed earlier in this article, the state- 
ment of policy should include ‘author- 
ization for the use of this method. 
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THE FUTURE OF BANKING 


By H. Donatp CAMPBELL 
President, The Chase National Bank, New York City 


HE recent trend of business activity 

has been encouraging, and I be- 

lieve that it will not only continue 
to improve of its own momentum but 
that it will also receive a very decided 
impetus from the new conditions pre- 
vailing abroad since the early part of 
this month. I also have in mind the 
broader markets available to us in Latin 
America and other parts of the world 
because of the inability of the large 
industrial countries of Europe to de- 
vote as much attention to them as in 
the past. 

Thus we may expect an increased 
use of our superabundant bank depos- 
its, a quickening of productive activity, 
a rise in capital values, and finally, 
greater employment and a fuller utili- 
zation of existing plant and equipment. 
To set this sequence in motion, com- 
plete recovery is not required; the im- 
provement we are now experiencing 
should be sufficient. And I need hardly 
add that when businessmen can look 
forward with confidence to the future 
policies of the Government, the pace of 


‘‘My own optimism as to the 
future role of banking rests 
upon my conviction that we shall 
return to conservative fiscal poli- 
cies and that economic activity 
will surge forward in this coun- 
try. My conviction that such 
will be the case arises from my 
faith in the spirit and tempera- 
ment of the American people,’’ 
says Mr. Campbell in this por- 
tion of his recent ABA conven- 
tion address. 


the improvement will be accelerated 
perceptibly. 

Already there is increased borrow- 
ing demand. Rates of interest have 
shown a rising tendency. Banks ar: 
going to have larger income from cur- 
rent operations than seemed probable 
six weeks ago. We should and wil: 
lend to all sound applicants for loans. 
If a war boom develops we must re 
member to apply all those safeguards 
that bankers know how to apply in pro- 
tecting the quality of bank credit—we 
must do this in justice to our depositors 
and in fulfillment of our duties as trus- 
tees of the country’s finances. Our vast 
excess reserves remove one of the great 
safeguards of sound banking—namely, 
the necessity to watch our cash position 
every day. All the more reason for a 
rigorous application of credit stand- 
ards! 

May I reiterate my faith in the future 
of banking for both large and small in- 
stitutions? There will be hardships and 
difficulties to overcome. There will be 
inflationary dangers ahead of us. The 
way will not be easy. Yet I have con- 
fidence in the present generation of 
bankers to solve future problems. The 
fact is that the American banker, more 
than ever before, fully appreciates his 
responsibility to depositors and to the 
general public. He realizes that his of- 
fice is a sacred trust to be exercised 
diligently, prudently and competently. 

It seems to me that the functions 
performed by the American banking 
system—both those that are paid for 
and those that are not paid for—are of 
such paramount importance to the eco- 
rtomic welfare of the country that they 
have to be continued. If there are no 
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banks to do the work, someone else 
must do it. And that someone else is 
obviously the Government itself. 


Danger of Change 


Here is the alternative: either a bank- 
ing system with 14,000 outlets through 
which commercial credit is administered 
hy the friends and neighbors of the bor- 
rower, or a centralized banking system 
operated according to rules and regula- 
‘ions prescribed in Washington and in- 
-erpreted by employees of the central 
cuthority. 

It does not matter for the purpose 

° this discussion whether the central 
- athority is Republican or Democrat or 

mmething else. Opportunity for op- 
_ression or restriction or political mis- 
use of the lending power would be iden- 
tical whatever party might be in con- 
‘rol; the only differences would be those 
inherent in the quality of the adminis- 
irators. 


The Real Question 


Putting it very simply, the question 
is whether the American people want 
commercial credit administered by 
themselves, their friends and _ their 
neighbors, or whether they want it ad- 
ministered by political appointees. 
Does any American business man want 
to have the decision on loans controlled 
by district leaders? 

Stated that way, there is no doubt 
which of the two systems the American 
business man wants. Stated that way, 
there is no question how the American 
voter would decide if the matter were 
left to his open and shut decision. The 
danger is that, through a process of 
attrition, the banking system as we 
know it may be worn away, and before 


the American voter realizes it the 
change from one system to the other 
will have become complete. 


Return to Conservative Policy 


Is that possible? A couple of years 
ago I should have answered yes. But 
since then there has come a change. 
Congress, not once but many times, has 
reasserted the powers granted to it by 
our forefathers. Little by little the 
American people have relearned eco- 
nomic laws and have found that they 
cannot be set aside by legislative enact- 
ments or violated by executive action 
without penalty. 

My own optimism as to the future of 
banking rests upon my conviction that 
we shall return to conservative fiscal 
policies and that economic activity will 
surge forward in this country. My 
conviction that such will be the case 
arises from my faith in the spirit and 
temperament of the American people. 
I have great confidence in the ultimate 
good judgment and indomitable spirit 
of our people, and, in the long run, po- 
litical and economic activities reflect a 
people’s temperament. 

It is my reasoned judgment that the 
spirit and will-that conquered a conti- 
nent, that survived a Civil War, that 
lived through past depressions to en- 
joy a richer and fuller life, will not 
die. The American spirit is the spirit 
of the pioneer, of the innovator, of the 
trail blazer. It is a spirit born of a 
vigorous and self-reliant people who 
will not be content to rely for long 
upon the largess of a paternalistic gov- 
ernment. Our pressing problems will 
be solved, in the future as in the past, 
through the combined efforts of a cou- 
rageous, independent people. 


‘‘The question is whether the American people want commercial credit 
administered by themselves, their friends and their neighbors, or whether 
they want it administered by political appointees. Does any American busi- 
ness man want to have the decision on loans controlled by district leaders?”’ 
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Uniform Examination Essentials 


By Leonarp C. SMITH 
Deputy Director of Banking, State of Kentucky 


HE adoption of uniform examina- 

tion procedure is the most logical 

place to start a uniform program, 
and it forecasts successful development 
of uniformity in other important phases 
of bank supervision. 

Supervisors are limited in the devel- 
opment of supervisory policies by the 
boundaries of the law, and if we are 
to develop higher standards of bank su- 
pervision and adopt them throughout 
the country, it is necessary for the vari- 
ous State Banking Codes to become uni- 
form in the most important aspects 
which may be named merely for the 
purpose of this discussion: 


Provisions Requiring Uniformity 


1. Minimum capital requirements. 

2. Authority of the supervisor to ap- 
prove or disapprove the organization of 
a new bank after an investigation of 
the needs of the community, adequacy 
of the capital, qualifications of the pro- 
posed management, and the prospects 
for successful operation. 


‘‘Supervisors are limited in 
the development of supervisory 
policies by the boundaries of 
the law, and if we are to develop 
higher standards of bank super- 
vision and adopt them through- 
out the country it is necessary 
for the various State Banking 
Codes to become uniform in the 
most important aspects,’’ sug- 
gests Mr. Smith in this article 
which formed a portion of his 
recent address before the Na- 
tional Association of Supervis- 
ors of State Banks convention. 


3. The supervisor should have au- 
thority to require discontinuance of un- 
safe management policies and authority 
to remove unsound officers and direc- 
tors. 


4. Surplus requirements, including 
paid-in surplus before commencement 
of business and authority to control 
dividend policies. A 

5. Limitations upon loans and invest- 
ments. 

6. Authority to issue regulations per- 
taining to the quality or rating: of in- 
vestments, i! 

7. Limitation of investment in bank- 
ing house, furniture and fixtures to a 
fixed percentage of invested capital. 

8. Disposition of other real estate, 
including depreciation charges which 
will reduce the carrying value to a nom- 
inal amount within a reasonable period 
if the property is not sold. 

9. Effective methods of correcting 
capital impairment. 

10. Convenient procedure in bank 
consolidations. 

11. Liquidation of closed banks by 
banking departments and/or the Fed- 
eral Deposit Insurance Corporation. 


12. Ample funds to carry on the 
work of the department effectively and 
efficiently. 


Local Conflicts Unlikely 


It is apparent that at least these stat- 
utory provisions, in addition to qualifi- 
cations and permanency of the supervis- 
ing authority, are essential in all of the 
State Banking Codes for the develop- 
ment of uniform supervisory practices. 
There is no reason to assume that, if 
all states adopted identical laws with 
reference to these particular features, 
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any conflicts with local conditions or 
needs would occur. None of the tra- 
ditional advantages of the state sys- 
tems would be sacrificed. Graduated 
capital requirements based upon the 
population of the community will meet 
the problem in New York, Kentucky 
or California. Discrimination in the 
application or interpretation of the laws 
is still in the hands of a local author- 
ity. Uneconomic units are no more 
needed in Kentucky than in New York 
and excessive competition can be as in- 
jurious to the banking structure of the 
nation in Kentucky as in New York. 
Incompetent management and self-serv- 
icing tendencies must be eliminated 
without regard to geography. Stock- 
holders in no part of the country are 
entitled to a return upon their invest- 
ment without ample provisions for the 
protection of the depositors. Imposing 
banking quarters and concentration of 
assets contribute to bank failures in any 
part of the country. 

If an experienced and qualified su- 
pervisor, free of political influence, is 
given a Banking Code containing these 
essential features, he can adopt sound 
and constructive supervisory policies 
and contribute experience and _intelli- 
gence to a concerted program in the 
development of uniformity in bank su- 
pervision throughout the country. 


© 
BANKERS’ DUTY. AS LENDERS 


We hear and we read that bankers are 
not lending money, that one of the rea- 
sons for the delay in recovery lies in 


New York City 


the fact that bankers have a tight rein 
on their lending. Periodically an offi- 
cial investigation is made to determine 
the accuracy of such comment. To date, 
no such investigation has produced 
sufficient evidence that the banker— 
taken again as a group, with only iso- 
lated exceptions—has been delinquent 
in fulfilling his duty as a lender, always 
considering that he must have proper 
regard for the responsibility to his de- 
positors and must safeguard their in- 
terests even to the extent of curbing 
those impulses that come primarily 
from the profit urge. Quite the con- 
trary, the banker has become the so- 
licitor of loans.—Chris M. Smits, vice- 
president, Continental Illinois National 
Bank and Trust Company, Chicago. 


MIGHT BE WORTH TRYING 


In the past six years most of the reci- 
pes in the economic cook-book have 
been tried at least once. We have had 
the depreciation of the dollar and the 
deliberate enhancement of the price 
of silver, the fostering of monopolies 
through the NRA and their prosecution 
by the Department of Justice, fiscal 
economy and deficit financing, pump 
priming and yardstick building, public 
works and work relief. The only 
remedy that has not been tried is a 
sustained attempt to lower the costs 
and encourage the expansion of the 
capital goods industries whose coma 
is, by common consent, the root*cause 
of the laggardliness of recovery. It 
might be worth trying.—The Econ- 
omist (London). 
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The Economic Outlook Today 


By Paut F. CapMan 
President, American Research Foundation, San Francisco, Calif. 


HERE is a vast difference between 

the conditions which now prevail 

and the conditions which prevailed 
at any one of the.epochs of the last war, 
either 1914-1915, or 1915-1916, or any 
.other of the epochs, because generaliza- 
tions about that whole period are use- 
less and averages for the whole period 
do nothing but conceal the facts. But 
if you take the conditions at the open- 
ing of that war and compare them 
with the opening of this war you will 
find the evidence which appears at this 
moment to be strongly against our hav- 
ing a war boom. It is one thing to have 
a firming of prices—we have already 
seen that for the most part it was good, 
because as the price of money was too 
low, so the price of a great many com- 
modities was too low in terms of the 
human effort that it takes to produce 
them. 


- Changed Conditions Today 


What we witness today is a different 
set of conditions, and there is little 
likelihood that this market will suffer— 
and I use the term advisedly—a boom, 
even though it may enjoy a firming in 
its price structures. The reasons why 
it is not likely to enjoy a boom—if you 
think that a market does enjoy one— 


**I can see none of the forces 
that will unsettle our price 
structure, nor can I see any of 
the forces that will bring it to 
boom proportions,’’ states Dr. 
Cadman in this brief economic 
outlook summary which formed 
a portion of his recent address 
at the American Bankers Asso- 
ciation convention. 


the reactions are usually too violent and 
too destructive. Let me trace for you 
very briefly the history. 

In 1914, England and France were 
not ready for war. They were taken 
by surprise. They had to mobilize 
quickly, and they had to organize mea- 
ger forces. In 1939, they had been 
preparing for war for more than three 
and a half years, and even though it is 
said they were not ready, their prepa- 
ration was enormous. 

In 1914, England and France had 
immense purchasing power, and their 
credit, so far as international credit 
was concerned, was at the peak. 

In 1939, they, in-common with all of 
the democracies, had extended their 
credit so far by processes said to he 
social and said to be for reconstruction, 
that that credit is impaired, which is 
not to say that it is destroyed, for it 
is not. 

In 1914, England and France ad- 
vanced to their eastern allies, to Rus- 
sia, to Serbia and others, $3,200,000.- 
000, most of which was spent in Amer- 
ica. No such situation today prevails. 

In the twenty years that have elapsed 
since the outbreak of the great World 
War, the productive capacities of the 
entire world have increased enormously, 
and the capacities of France and Eng- 
land have increased, as have ours, and 
there is in the world today not only 
stored up goods for this war activity 
but there is the immense capacity of a 
vast and developed and modernized in- 
dustrial output. 


Stage Not Set for Boom 


I can see nothing in the present scene 
which indicates that type of inflation 
which reaches boom capacity. On the 
contrary, it seems to me that inflation 
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at this moment is remote. One ought 
to reckon with the immense powers of 
production, one ought to reckon with 
the paralyzation of transport, one ought 
to reckon with the conditions in the 
money market. One ought to see that 
the stage is not set for one of those 
furious periods of demand. The pur- 
chasing power which France and Eng- 
land have in terms of American securi- 
ties which they hold and of their pres- 
ent gold reserve will no doubt be con- 
served; they will not be spent quickly, 
but will be held in check against the 
emergency that may develop if and 
when this becomes a long war. 

So we ought to be very sober in our 
reactions to this matter. One can never 
help the flurries of human hysteria in 
the stock market. The stock market 
itself may have been at levels in which 
there was a genuine reflection of the 
withheld demand in this country which 
was beginning to express itself when 
this catastrophe was announced. The 
boom in the war babies is a thing that 
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you could expect; it is a thing that is 
very easy to understand, because the 
speculative mind is seldom analytical; 
it does not go down into the history, it 
does not consider the figures, it is not 
often concerned with a balance sheet. 
But that market will correct itself. It 
always has, and it has great strength 
within it because it has been heavily 
liquidated over a long period of time. 
I can see none of the forces that will 
unsettle our price structure, nor can I 
see any of the forces that will bring it to 
boom proportions. 


© 


I wonpeR if the banker has always been 
as frank as he should be in declining a 
loan. Why not be frank about it and 
do a constructive job by explaining the 
reasons and assisting the prospective 
borrower in correcting his position, 
rather than create resentment by an in- 
different attitude?—W. H. Thomson, 
president, The Anglo-California Na- 
tional Bank, San Francisco, Cal. 


399 





To Improve and 
Preserve the Country Bank 


By Ernest L. PEARCE 
Executive Vice-President, The Union National Bank, Marquette, Mich. 


OW must we direct our activities 
to improve and preserve the 
country bank? 

First—we should streamline our 
banks. We should perfect the functions 
we now perform. We must bear in 
mind that the banking business is sell- 
ing, it is merchandising, just as in the 
commercial field, except that it has only 
one basic commodity to sell. The pur- 
pose of banks primarily is to buy and 
sell the use of money. We have credit 
and service to sell in much the same 
way the thousands of gas stations sell 
gasoline and service “to boot.” Just 
recall the marvelous strides in the mod- 
ernization of these stations, even in ten 
years, and the manner in which service 
has been stressed. 

We must streamline our accounting 
and equipment, for this is a machine 


‘*We cannot expect to sit back 
and count on the American 
Bankers Association, our state 
organizations or our banking 
leaders to pull us through. We 
must see to it that the country 
banks of this nation keep abreast 
of the changing times and that 
our institutions render a service 
which will command the respect 
and admiration of the people,’’ 
counseled Mr. Pearce in his re- 
cent address before the ABA 
convention. In the accompany- 
ing portion of his address, he 
outlines the steps necessary to 
improve and preserve the coun- 
try bank. 


age. It would appear that many bank- 
ers haven’t discovered this. It is im- 
portant that the bank’s products he 
properly manufactured; that is, that the 
banker keep abreast with improvements 
in the mechanics of banking. The old 
pen and ink method on ledgers, remit- 
tance letters and correspondence, would 
have little chance today in competition 
with the bookkeeping machines, the 
transit machines, the typewriters and 


Recordaks. 


As merchandising today is devoting 
close attention to the packaging and dis- 
play of a product, it may be well for 
the banker to consider also the setting 
in which he works. Too often a bank’s 
rooms, beautiful though they may be, 
create an atmosphere of austerity, of 
aloofness, even of unfriendliness. It 
may be that even some comparatively 
inexpensive alterations of the cages, of 
the check counters, the installation of 
air conditioning, remodeling or placing 
of comfortable chairs, will aid in cre- 
ating an air of cordiality, will help ex- 
tend an invitation to the public to enter 
and feel at ease. 


We country bankers should change 
methods—should change interior in- 
stallations—should change the fronts— 
yes, should streamline and let the Amer- 
ican public know that we intend to con- 
tinue to grow in business for the next 
fifty years. We are encouraging and 
financing the restaurants, the retail es- 
tablishments, the gas stations, in our 
own communities to do this very thing. 
Why not do the same ourselves? 

Second—to improve and preserve the 


country bank, we should make our 
banks laboratories of thrift. 
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The banks and bankers of America 
throughout the history of our country’s 
banking have persistently, consistently 
and insistently preached the virtues of 
thrift, the econcmics of saved money or 
surplus. The good they have accom- 
plished in this direction has been illim- 
itable, yet they have gone further in 
seeing that, so far as is humanly pos- 
sible, idle funds are set to work in in- 
dustrial and business situations which, 
by financial aid, would give employ- 
ment and wages to millions of men and 
women who otherwise might have suf- 
fered hardship and want. This would 
seem to be the time of all times in 
\merican history when the virtues of 
individual thrift, instead of being 
sneered at in high places, should be ex- 
tolled. All that the American public 
needs today is some assurance that the 
homely virtues of hard work, individ- 
ual initiative and thrift are to be re- 
warded and not penalized. It is our 
own responsibility and privilege to 
help, to serve, to disseminate the time- 
iested doctrine that thrift and truth still 
are right and shall prevail. 

The future of the country bank is 
linked with this doctrine. 


Go In For Research 


Third—to improve and preserve the 
country bank, we should go in for re- 
search to carry the business of the 
country bank into broader and more 
useful fields. Scientific research in 
banking is just as necessary as in any 
other line of business or industry. It 
has saved the day for many of our 
large concerns and can do as much for 
banking. There is an imperative need 
for research as we face the opportuni- 
ties and responsibilities of these chang- 
ing times. Its development should not 
be confined to the activities of the 


American Bankers Association, which 
has early recognized the need and made 
remarkable strides in this direction, but 
should be carried on in state, county 
and local associations. We country 
bankers can do much to foster, promote 
and encourage research activities in 
these organizations. 


There is not a country banker in the 
nation who should not be going in for 
research in his own town, in his own 
bank, and in his own way. Nation- 
wide research, covering the whole of the 
United States and involving the co- 
operation of all banking groups, will 
also be necessary in order that the 
broad outline of banking reform may 
be determined. In order to find solu- 
tions to all the varied problems which 
arise from time to time, it is apparent 
that each bank will need to study its 
own position individually in regard to 
earnings and costs of operation, as well 
as in regard to the service that it per- 
forms for the community in which it 
operates. 


Naturally this research will deal with 
earnings and operating expenses; with 
the income received from different types 
of loans and investments, and with the 
relative costs of different methods of 
doing business. But it will also involve 
careful study of the public demand for 
banking services to find out to what ex- 
tent and in what manner the needs of 
business and of the general public may 
be better served through improvements 
in banking structure and operations. 
Unless the practices of commercial 
banks are adapted to meet changing 
needs, new competitive institutions will 
arise to serve the public as they have 
done in the past. 

A worthwhile future for country 
banks, therefore, demands research. 


‘‘We must educate the masses to the knowledge that business cannot 


Survive without our banking institutions. 


We must create a favorable im- 


pression of the integrity of the system. We must so adapt the policies of 
cur institutions and of our relaionship to our public as to create these beliefs 


and impressions. 
and easily understood.’’ 


In other words, we must make them real and tangible 
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Improve Banking Knowledge 


Fourth—to improve and preserve the 
country bank, we should improve our 
banking knowledge. This logically 
should be developed in three different 
directions: education of ourselves, with 
constant desire to raise the professional 
standards; education of employees, 
using every possible method to improve 
the efficiency and broaden the knowl- 
edge of the personnel; then the educa- 
tion of our customers and the improve- 
ment of our public relations. If coun- 
try banks are to have a worthwhile fu- 
ture, we have the responsibility of giv- 
ing the nation a sound banking struc- 
ture which shall be at the same time 
adequate and modern enough to serve 
a progressive civilization. The degree 
of efficiency with which we do this will 
depend upon the intelligence of the 
250,000 people who operate our banks 
and the manner in which that intelli- 
gence is applied. We are in a scientific 
age, and banking, or any other business, 
in fact, cannot be run successfully by 
hunches or by intuition. It requires an 
intimate knowledge acquired through 
accurate fact-finding and the proper ap- 
plication of those facts. There is no 
question but that by systematic perse- 
vering effort we can add immeasurably 
to\our store of knowledge. As we sur- 
vey our tasks we must realize it is time 
for deep thinking, for fresher view- 
points, for wider horizons. 

If the country banks are to keep 
abreast of the time in this changing 
world their executives, employees, di- 
rectors, stockholders and customers 
must be educated, must “know their 
stuff.” 


Cultivate Public Relations 


Fifth—to improve and preserve the 
country bank, we should cultivate fa- 
vorable public relations. We must con- 
stantly endeavor to interpret the science 
of banking and the necessity for our 
banking system to the public. We must 
educate the public mind to a proper 
understanding of the way in which 
banking serves business and industry, 


and the way in which it contributes to 
the welfare of the community. We must 
arouse an unshakable belief in the ne- 
cessity for our banking system: We 
must educate the masses to the knowl- 
edge that business cannot survive with- 
out our banking institutions. We must 
create a favorable impression of the 
integrity of the system. We must so 
adapt the policies of our institutions 
and of our relationship to our public 
as to create these beliefs and impres- 
sions. In other words, we must make 
them real and tangible and easily un- 
derstood. 

We have still another and important 
job to do. Precisely it contemplates 
that our 14,000 country bankers in 
communities from the Lakes to the Gulf 
and from coast to coast assume thie 
role of instructors who shall educate 
the public on economics as pertains to 
money and banking. Possibly they 
should assume the role of preachers, for 
it seems that we must soon return to 
the “old-time religion” of working and 
saving and living within our income. 
We must abandon the dream that the 
Government is all-wise and all-power- 
ful enough to plan or control all: agri- 
culture, business and industry. We 
have learned by experience that the 
general standards of living cannot be 
raised by policies of scarcity and de- 
struction of wealth. We must convince 
our people that they should get back 
to that American ideal of honest work 
and free enterprise through which this 
country has prospered and grown great. 


We must speak in defense of the 
American system of private enterprise 
because its preservation is an issue that 
confronts every businessman today; be- 
cause it is a system that, under the Con- 
stitution, has made America, and _ be- 
cause the chartered banking institutions 
of America have played an indispen- 
sable part in the functioning of that 
system. The bankers should be out in 
front in defense of a system of private 
industry and business which, although 
with faults, has nevertheless distributed 
more income to more people than any 
other system in the history of the world. 
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The Prospects of American Trade 
with Europe 


By Rosert F. Loree 
Vice-President, Guaranty Trust Company of New York 


WO questions immediately arise in 

our minds as to American business 

relations with Europe: (1) the im- 
mediate and continued war prospect; 
and, (2) the after-war prospect. 

No two periods in history, I presume, 
are similar. Yet it is a truism that his- 
iory repeats itself, and equally so that 
we can only learn from the past. 

I have no intention of boring you 
with a lot of dull figures which are 
available to anyone who wishes to look 
them up for himself; but I would like 
to point out some figures that appear 
impressive. 


Import-Export Trend 


In 1890, when we had a population 
of 62 million 600 odd thousand people 
in this country, we imported from Eu- 
rope 449 million dollars worth of 
goods. In 1930, when our population 
had grown to 122 million 700 thou- 
sand, we imported 911 million—or al- 
most a proportionate increase; but in 
the year 1932, our imports had fallen 
to 389 million dollars, and in 1933, 
they were only 463 million dollars; in 
1934, 490 million dollars, and they had 
not, according to the last published 
figures, reached a proportionate figure 
since 1930-1938, the last figures avail- 
able, being 567 million dollars. 

In 1890, our exports to Europe were 
684 million dollars and in 1930, 1 bil- 
lion 841 million, so that while our 
population had approximately doubled, 
our exports for that year were nearly 
three times as great. But here again 
the figure for subsequent years indicate 
that we have not maintained that ratio 
of goods exchanged—1932 dropping to 
784 million, 1933 to 850 million, 1934, 


950 million and 1938, 1 billion 326 
million dollars. 

Another striking fact that the figures 
reveal is the rather slow growth in our 
exports during the first year and one- 
half of the world war. In 1913, our 
exports to Europe were 1 billion 479 
million dollars. For 1914, they were 
1 billion 486 million, 1915, 1 billion 
971 million; 1916, they jumped to three 
billion 813 million and-in 1917 reached 
four billion and 62 million dollars. 

I am not sure which is the more re- 
markable—that they expanded so little 
in the early period of the war, or that 
they maintained the level that they did 
in view of the fact that a large part of 
Europe could only be dealt with 
through exportations to neutrals. 

I think it is a fair question to ask 
ourselves whether this small growth in 
our European exports will be repeated 
during the early period of the present 
war, even though the Neutrality Act 
may be amended. It seems clear that 
the British and French will be more 


severe in their attempt to shut off neu- 


In this article, which formed 
a portion of his recent address 
before the bankers session, Na- 
tional Foreign Trade Conven- 
tion, Mr. Loree discusses the 
prospects for American business 
relations with Europe both dur- 
ing and after the present war. 
He also suggests possible effects 
on our trade with Europe under 
repeal or retention of the Neu- 
trality Act. 


!'HE BANKERS MAGAZINE for November, 1939. 








tral trade with Germany from the out- 
set than was the case in 1914. 


Factors in European Trade 


A further striking feature of the fig- 
ures is that the peak years of exports 
from this country to Europe were not 
during the war period, but in the pe- 
riod immediately following the war— 
namely, in 1919 when our exports 
reached 5 billion 188 million dollars, 
and in 1920 when they were four bil- 
lion 466 million dollars. Unfortu- 
nately, it is difficult, if not impossible, 
to determine how vital a factor price 
played in the fluctuations of our export 
and import figures. Undoubtedly in 
those peak years—1916 through 1920 
— price was a very great factor in swell- 
ing these amounts. We also know that 
a large part of the world was suffering 
at that time from a shortage of various 
kinds of goods—both durable goods 
and goods for consumption—due to 
the destruction and the interrupted 
production of the war years, and that 
this country was one of the few in a 
position to supply the deficiency. 


Another factor in our trade with Eu- 
rope that is perhaps worth noticing, is 
the general trend of our exports to 
cover a wider variety of articles than 
in the early years when our trade was 
largely made up of exports of raw ma- 
terials only; and while the exportation 
of raw materials still bulks large in 
our figures, being roughly half at pres- 
ent, both because of lower prices and 
reduced quantities they have apparently 
played a less and less important role. 

On the other hand, the increases in 
our imports seem to be, generally 
speaking, large increases in specific 
articles and particularly in those arti- 
cles that may be classed as luxury and 
semi-luxury goods. 

To make predictions is very dan- 


gerous. I should prefer to raise ques- 
tions in your minds. 

I presume each and every one of us 
has made up his own mind as to 
whether he thinks a repeal or retention 
of the Neutrality Act is most likely to 
keep us out of war, and I presume that 
we are nearly of one desire that we 
should be kept out of the conflict. 

I presume also that this is no place 
to debate that issue and that we can 
safely leave it to Washington to decide; 
but I see no reason why we should not 
look at the effects on our trade with 
Europe under either circumstances— 
that is, under repeal or under the Act 
as it now stands. 


Neutrality Act Possibilities 


If the law remains as now on the 
statute books, I wonder if we must not 
expect a very considerable diminution 
in our exports to Europe. In the first 
place, small as our exports have been 
in the last few years to Germany. 
Czechoslovakia, Austria and Poland. 
with the French and British blockade. 
this trade would seem likely to con- 
tinue to diminish almost to extinc- 
tion. Unquestionably, the Scandinavian 
countries and Italy must come to this 
market for goods which they have here- 
tofore obtained elsewhere. Unquestion- 
ably, France and England also must 
come to this country for things which 
formerly they produced themselves— 
the labor having been diverted to more 
necessitous articles of war; but it does 
seem reasonable to question whether, 
in spite of these temporary demands 
upon us, in the aggregate our peace- 
time trade with Europe will not be 
seriously curtailed. Is it not highly 
probable that France and the British 
Empire in order to preserve their finan- 
cial resources will curtail as far as 
possible their purchases in this country 


**Even if the immediate effect of the war is to stimulate, rather than 
depress, our foreign trade, its ultimate effect must be to inflict incalculable 
losses on the whole world, including ourselves. But the extent of those losses 
will be minimized insofar as we succeed in gauging the future correctly and 
in avoiding a repetition of our past mistakes.’’ 
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GENERAL a, | ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


GENIE 


MOTORS 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


RAL 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


and divert wherever they can purchases 
which were formerly made here to some 
portion of their Empires? And they 
will be aided in this effort by the fact 
that some parts of the British Empire 
have undergone a remarkable economic 
development in the last twenty years 
and that the Empire as a whole is 
probably much closer to economic self- 
sufficiency than it was during the last 
war. 


Cash and Carry Possibilities 


If the Neutrality Act is amended so 
as to permit the purchase on a cash 
and carry basis of any article we can 
supply, provided, of course, ships can 
be procured and the lanes of commerce 
kept open, is it not reasonable to sup- 
pose that any diminution in the normal 
peace-time exports may be more than 
made up by the purchase of war ma- 
terials? Is it probable, however, that 
this increase in our trade will exceed 
that of 1914 and 1915, or are we to 
look forward to some such similar fig- 
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BRANCHES IN PRINCIPAL CITIES 


ures in the first year or so of the pres- 
sent war? Qn all these questions your 
guess is as good, if not better, than 
mine. 

So much for the present outlook of 
American business in Europe. 


Prospects After War 


As for the second question that arises 
in one’s mind—namely, the future of 
American business in Europe after the 
war—here too one can only speculate. 
Here too there are so many imponder- 
ables that again it seems wise only to 
raise questions. 

A great deal will depend, will it not, 
on the length of the war and on what 
additional nations may finally become 
involved in it. The last war involved 
more than 65 million mobilized bel- 
ligerents. More than 814 million were 
killed or died. The world had not yet 
recovered from the economic losses the 
last war engendered when the present 
war began. German, and I think Cen- 
tral European trade generally, never 
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*‘If submarine and aerial warfare of Germany continues to reduce French 
and British and neutral tonnage, and if there is no replacement urge in this 
country due to an embargo on our ships going into belligerent waters, will 
there not be a serious shortage of freight in the world to carry even the 


present trade?’’ 


A A NEN EE ES SLOSS, TOILE SOE RLS SESS TE EE AS SET I TE SSE De I 


recovered the same position they held 
before 1914, except perhaps for the 
period when we were extending liberal 
crediis that enabled them to procure a 
very considerable amount of our goods. 
England and France, which apparently 
did not suffer the same economic ex- 
haustion, except for the depression 
years, and those European countries 
that were able to maintain their neu- 
trality during the world war evidently 
were able to increase their trade with 
us. 
Will not the economic drain that the 
present war is likely to impose on all 
the belligerents have a distinct tendency 
to reduce our exports to Europe to a 
figure which will more nearly cor- 
respond to our future imports? If sub- 
marine and aerial warfare of Germany 
continues to reduce French and British 
and neutral tonnage, and if there is 
no replacement urge in this country 
due to an embargo on our ships going 
into belligerent waters, will there not 
be a serious shortage of freight in the 
world to carry even the present trade? 

Is the result of the war likely to be 


to extend the handicaps of exchange: 


restrictions quotas and high tariffs that 
have had so much to do with restricting 
the free flow of commerce during these 
depression years? 

It has always seemed to me that im- 
ports which are some other country’s 
exports—aside from those imports re- 
quired to maintain life—are luxury or 


semi-luxury in the life of a country and 
dependent therefore on domestic pros- 
perity.' If this is a sound generaliza- 
tion, if the present war is protracted 
and impoverishes those engaged in it, 
must we not look forward to a very 
considerable diminution of our Euro- 
pean trade? Will the shift to inter- 
Empire trade that the war may force 
upon Great Britain survive so that 
country will no longer remain our best 
customer ? 


Intelligent Appraisal Needed 


I raise these various questions not 
because I feel that I know the answers 
but because, looking back into former 
war days and the years immediately 
following, short-sightedly I believe we 
built beyond our normal trade require- 
ments, and unless we appraise our 
future with some degree of intelligence, 
do we not run the danger of a similar 
repetition? 

I think we will agree that no im- 
mediate prosperity could compensate 
for another period of depression such 
as we have known for the last ten years. 
Even if the immediate effect of the war 
is to stimulate, rather than depress, our 
foreign trade, its ultimate effect must 
be to inflict incalculable losses on the 
whole world, including ourselves. But 
the extent of those losses will be mini- 
mized insofar as we succeed in gauging 
the future correctly and in avoiding a 
repetition of our past mistakes. 


‘‘If the present war is protracted and impoverishes those engaged in it, 
must we not look forward to a very considerable diminution of our European 
trade? Will the shift to inter-Empire trade that the war may force upon 
Great Britain survive so that country will no longer remain our best cus- 


tomer ?’’ 
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OTTOMAN BANK 


CAPITAL £10,000,000 


PAID UP £5,000,000 


RESERVE £1,250,000 


London, Manchester (England), Paris, Marseilles, Ankara, Istanbul. 
TURKEY, EGYPT, PALESTINE, CYPRUS, GREECE, IRAN, IRAQ. 


Associated also with: Bank of Roumania, Ltd., Banque de Syrie et du Liban, 
Banque Franco-Serbe, British-French Discount Bank, Ltd:, Athens. 


bons Bank has been established for seventy-five years and 
has its own Branches or agents in every important 
ocmmercial town in the near East. 


Payments made against Drafts, Telegraphic Transfers and 


Travellers’ Letters. 


agencies arranged. 


Clean and documentary bills collected. 
Information and Commercial statistics available. 


Mercantile 


A fulllist of the Branches may be obtained on application 
to Messrs. Brown Brothers Harriman & Co., New York 


TRUST PUBLIC RELATIONS 


I know of no business agency more 
susceptible to the effects of a good or 
poor public relations policy than trust 
institutions. They always represent 
and act for others. They are, in the 
eyes of the law, quasi-public agencies. 
This means that they have responsibili- 
ties quite outside the demands of their 
management and_ stockholders. The 
public not only has a keen interest in 
their operations and policies, but a de- 
pendent and very critical section of it 
is directly and personally affected by 
them.—L. H. Roseberry, vice-president, 
Security-First National Bank of Los 
- Angeles. 


TIME DEPOSITS TURNOVER 


In mutual savings banks in 1938 the 
turnover of time deposits was 24.6 per 
cent, while the turnover of time de- 
posits in all banks in certain Federal 
Reserve districts studied was 43.7 per 
cent. A few years ago there seemed 
to be considerable favor for legislation 


which would make it compulsory to 
give notice upon withdrawals above a 
stated amount. If that sentiment ever 
existed among bankers, the question- 
naire of our committee indicates it is 
not in the majority at the present time, 
for only 29 per cent reported favorably 
to such legislation, while 71 per cent 
were opposed. Also, it is a matter of 
interest that 87 per cent of replies indi- 
cated that no notice of withdrawal is 
required at present, while only 13 per 
cent require notice—P. R. Williams, 
President, Savings Division, American 
Bankers Association, in an address at 
the ABA convention, Seattle. 


® 

It is the duty and a proper function of 
the Government to give aid and support 
in times of emergency, in times of dis- 
aster, in times of crisis, but that the 
Government should continue in private 
business when the emergency has passed 
is a definite threat to the very existence 
of private business.—A. L. Lathrop, 
vice-president, Union Bank and Trust 
Company, Los Angeles. 
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IN WASHINGTON 


By Our WASHINGTON CORRESPONDENT 


HERE has been a period of out- 

ward calm on the banking front in 

Washington. A leisurely Senate has 
been debating the pros and cons of a 
new neutrality for America. But for 
all bankers taking the long view as to 
future developments, this calm is known 
to precede resurgence of activity. In 
the meantime, fundamental interest in 
Washington trends revolves around dis- 
cussions regarding programs for the 
Monopoly Committee Study and other 
investigations; the program for the Sen- 
ate Banking and Currency Committee’s 
Study on monetary and related matters. 
There is also the question as to whether 
a new period of codperation has dawned 
between business and the present Ad- 
ministration. Such technical matters 
as taxes and excess reserves are now in- 
cluded as Washington problems which 
must be determined soon. There is a 
hope that present heavy bank deposits 
may be offset with a gradual tightening 
of interest rates. 

The banking front in Washington 
must also include consideration of such 
far-reaching developments as are likely 
to be found in heavy sales of materials 
to warring nations and the possible 
liquidation of foreign securities. The 
future of this nation as a belligerent 
cannot be overlooked, although there 
still seems to be a sincere determina- 
tion to remain out of any war no mat- 
ter what the provocation may be. 

Propaganda relating to the European 
war is plentiful in Washington, al- 
though not as yet especially effective. 
Candor demands, however, the admis- 
sion that considerable sympathy exists 
for the fate of the democracies, hence a 
slight letting down of the barriers by 
Administration: spokesmen in verbal 


408 


concepts of the future as these concern 
Great Britain and France. 

In any survey of developments vitally 
affecting banking, there can hardly be 
overlooked such domestic disputes, dif- 
ferences and programs as concern bank- 
ing and labor; banking and credit con- 
trol; branch banking gains; legislation 
concerning savings and investments. 
Some of these are still headlined in 
current investigations now going on. 


Inflation Possibilities 


Considering the European war and 
its impact on the monetary and bank- 
ing program of the country, whispered 
concern exists over the possibility of 
inflation. It is frankly admitted that 
nearly all of the factors are now pres- 
ent for an inflationary movement. This 
is privately feared, although publicly 
discounted. Record excess reserves ex- 
ist; debt financing must be continued. 
There are prominent legislators, long 
interested in money and banking, as 
well as some theorists in supervisory) 
agencies, who see little harm in “some 
inflation.” Like a stiff drink, the feel- 
ing of well-being engendered could be 
of psychological value, it is interpreted 
—something that will chase away the 
business blues. There is, however, no 
agreement among Government authori- 
ties as to their ability to control infla- 
tion once under way. 

Considerable wishful thinking is be- 
ing indulged in. Chiefly this revolves 
around new trade opportunities with 
the South and Central American na- 
tions. Whether it will be possible for 
a democracy to gear itself to such an 
effort remains doubtful, as there is in- 
volved the problem of long-term cred- 
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its, bartering, and sales of American 
commodities at prices far different than 
prevail in the domestic markets. This 
means more Government agencies in- 
volved in foreign business, with more 
controls exerted should volume increase 
as contemplated. Politically, there are 
hazards, since there still linger some 
fears which are tied closely to de- 
faulted South American bonds. 
Washington has witnessed, and will 
continue to greet, groups of business 
men, bankers and manufacturers called 
here to discuss and plan for the future. 
Outwardly the sign is a good one for 
codperation after a long era when these 
same gentlemen were being told rather 
than asked to talk—being investigated 
rather than counseled with. There is 
no desire to belittle these meetings at 
the Commerce Department, at the Treas- 
ury Department, at the Reconstruction 
Finance Corporation, and other agen- 
cies. Every observer knows, however, 
that as yet there is little more than 
talk. Possibly the most value to be 
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obtained from these conferences results 
in the columns of newspaper stories 
which, in turn, have an influence on the 
country. Washington thus becomes 
more of a shrine of business hope and 
less of a scolding pulpit. 


Tax Outlook 


As soon as the Senate and House 
have definitely determined the neutral- 
ity status of this nation in its relation 
to the European conflict there may be 
expected to follow prompt considera- 
tion of taxes. It will be popular in 
many quarters to pass legislation de- 
signed to somehow take the profit out 
of war. Bills have been introduced; 
liberal congressional leaders have 
sought White House support for some 
very drastic measures. The President 
has not publicly committed himself. In 
fact, he has trodden very carefully, anx- 
ious to raise not the slightest sentiment 
that might lose him any support for 
his revised neutrality bill. 

These new tax bills, which have wide 
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support and would heavily tax so- 
called war manufacturers, could not but 
have wide and deep repercussions on 
the domestic economy. The effect will 
be immediately evident in the securi- 
ties market. Investments would shift 
to such businesses as appear to escape 
such heavy taxes. In fact, Government 
economists can foresee a completed and 
much changed economy under such 
legislation which, admittedly, would be 
initially popular with many voters. 

Undersecretary of the Treasury Hanes, 
who invited suggestions for a new tax 
bill and received many, including a 
program from the American Bankers 
Association, is not now certain what 
can be offered to the House Ways and 
Means Committee. Unless sudden peace 
should come in Europe—something 
that is desired, while feared—the next 
tax bill will be of an emergency type 
rather than the hoped-for long-time 
program designed to encourage big and 
little business. 


Banking Prospects 


Except for the work of the investi- 
gating committees, legislative programs 


which concern banking bills have up 
to this writing been held back. There 
has been some chafing over such con- 
trols. The White House, working 
through congressional leaders and com- 
mittee chairmen, has been able to hold 
a blockade on all other legislation ex- 
cept the neutrality bill. This program 
has been successful because the Presi- 
dent has, for the moment, established 
a truce between his conservative critics 
and has asked for the abandonment 
of politics while foreign policy is de- 
bated. 

It is unnecessary to take the prophet’s 
role to predict that the present truce is 
temporary. The very divergence of 
views among leaders makes the truce 
difficult to observe once* the question 
of foreign policy in relation to a major 
war is settled. The ultra-liberal groups 
who have long been favored at the 
White House are not now in disfavor. 
They have not last caste. Most of 
them are merely seeking to codperate 
by keeping out of sight and away from 
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all who listen, report and write. If, as 
appears likely, the President wins his 
fight for a return to international law 
and some discretionary powers, there 
will probably be an emergence of many 
such leaders and more news about 
their economic and banking programs. 
During the Senate debate a resolution 
was passed asking that the Attorney 
General supply a list of emergency 
laws which the President could use at 
his discretion. The Attorney General 
but partially complied, citing statutes 
passed during the long history of the 
country. No attempt was made to out- 
line the scope of some of the acts, since 
“conditions and circumstances” had to 
be taken into consideration, he said. 
In this list was included the Emer- 
gency Banking Act of 1933, which by 
way of the Secretary of the Treasury. 
would make the President virtually dic- 
tator of the nation’s banking structure 
The powers under this 1933 act have 
never been utilized to the full and 
never fully explored, according to bank- 
ing lawyers within the Government. 


Wage-Hour Compliance 


On more domestic problems the Fair 
Labor Standards Act records a year’s 
operation with an advance step as the 
work week is now shortened and the 
hourly rate increased. While banking 
is generally complying with the terms 
of the Wage-Hour law, there is no more 
than an opinion that banking is actu- 
ally an industry which comes within 
the scope of the act. Even the legal 
division of the Wage-Hour Administra- 
tion is not too certain of this. The 
opinion has been heard there that it 
might be a good thing if some insti- 
tution would secure a high court rul- 
ing as to the status of banking; that is, 
whether intra or interstate within the 
meaning of this new act. Such inter- 
pretative bulletins as have been issued 
were designed, it is conceded, to secure 
as wide benefits as possible. The tend- 
ency was to include all possible types 
of business and secure such benefits as 
might result for labor. 

That banking has generally kept this 
new law, which when first passed they 
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did not believe concerned them, seems 
clear. Complaints of non-observance 
show that relatively few have been re- 
ceived. Altogether only about 200 com- 
plaints have been filed, involving 176 
different institutions. Inasmuch as the 
filing of complaints by the adminis- 
trator groups banking with brokerage 
houses, this further decreases the pro- 
portion of banks said to be breaking the 
law. 
Investigations Pending 


The Temporary National Economic 
Committee is scheduled to begin about 
the first of November its interrupted in- 
vestigation of savings and investments. 
These hearings will be under the gen- 
eral direction of Peter Nehemkis of the 
Securities and Exchange Commission, 
who has been lining up witnesses and 
data for an effort that may have espe- 
cial interest to bankers. 

The investigation of the National La- 
hor Relations Board by a House com- 
mittee the chairman of which is a 
national banker, is slowly gathering 
momentum with the sending out of 
questionnaires. The case of the NLRB 
versus the Bank of America, N. T. & 
S. A., is in this committee’s files and 
may soon be highlighted. 

The Wagner Committee has not for- 
mally met, chiefly because the chair- 
man is playing a leading role for the 
Administration in behalf of Neutrality 
Act changes. The file of subjects for 
its agenda is growing and now includes 
in some form almost every question of 
pressing interest to bankers, and prob- 
ably quite a few topics that bankers 
would prefer to have left off that 
agenda. In this latter group could 
well be bracketed branch banking ex- 
tension and changes in the status of 
the supervisory agencies. 


© 
BANK EXAMINATIONS 


VaRIOUS proposals are under considera- 
tion at Washington looking toward 
modifications of our present systems of 
bank examinations. The factors in- 
volved are too numerous and too com- 
plicated for discussion in these resolu- 
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tions. There is, however, one principle 
concerning which the membership of 
this association does desire to make 
record of its convictions, and that is 
that no attempt should ever be made 
to use bank examinations as _instru- 
mentalities of credit control. Bank 
examinations should be just what their 
designation implies, and no attempt 
should be made to use them for other 
purposes. — Resolutions Committee, 
ABA Convention, Seattle. 


_ 


On the horizon of public policy new 
controls affecting the citizen’s freedom 
of action are beginning to appear. They 
will come to definite form and sub- 
stance in the name of emergency. What- 
ever the logic for their acceptance and 
application, the people must see to it 
that when the emergency is over, on 
that day the temporary loan of their 
independence be returned to them, and 
in the full measure in which it was bor- 
rowed.—Merle Thorpe in Nation’s 
Business Magazine. 
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ON THE WEST COAST 


By JoHn FaRNHAM 


OVERNOR OLSON wants a state 
bank to act as fiscal agent for 
California and its various politi- 

cal subdivisions. He isn’t likely to get 
it; any more than are the Ham-and- 
Eggers likely to get $30-Every-Thurs- 
day, which will be voted on about the 
time you read this; but the thought 
processes which underlie the Governor’s 
wish are interesting. In the first place, 
California for several years has been 
chronically overdrawn against next 
year’s taxes, and this overdraft has 
been supported by the sale of “war- 
rants” to the banks. Lately these sales 
have increased until the state’s banks 
generally have become overloaded with 
California short-term paper. At the 
same time, because of the $30-Every- 
Thursday campaign, California munici- 
pals have turned weak until it is doubt- 
ful if, realistically, they are worth a 
cent more than a six per cent basis. 
As a result, some weeks ago the banks 
declined to bid on an issue of some 
$3,000,000 of California warrants. It 
was then that the Governor made his 
wish for a state bank known—on the 
theory, presumably, that the bankers 
of the state would capitulate. But Cali- 
fornia bankers are case hardened to 
such threats and merely continued do- 
ing business as usual, at the same time 
attempting to work out some program 
whereby the state pay roll could be 
met. This was finally achieved by 
switching some of their shorter maturi- 
ties for which the state had earmarked 
funds available into longer credits. 
But the rate at which the new credits 
are being taken is a commentary on 
the plight of California credit under 
“liberal” leadership. In these days of 
easy money, California will pay 3 per 
cent on its new warrants for the first 
six months they are outstanding and 5 
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per cent thereafter. And, at that, no 
private investor would touch the issue. 


Farm Wealth Control Fallacy 


Speaking of “liberals,” you may 
have seen the rave reviews accorded 
two recently published books: “The 
Grapes of Wrath,” by John Steinbeck. 
and “Factories in the Fields,” by Carey 
McWilliams. Both of these fantasies 
indicate that Bank of America owns or 
controls half the farm lands in cen- 
tral and northern California, with the 
further implication that, as a result. 
the poor in heart and pocketbook who 
come to the Golden State are ground 
down and debased to serfdom. This 
thesis has been waved around a good 
deal lately by people who ought to 
know better, and so it might not do any 
harm to point out that, to say the least. 
it is something less than accurate. Ac- 
cording to Russell Smith, executive 
vice-president of the Bank of America, 
and the bank’s records, which he 
showed this reporter, Bank of America 
had, on last June 30, loans outstanding 
on 7,184 California farms, for an aver- 
age of $5,475 each, or a total of about 
$40,000,000. There are approximately 
150,000 farms in the state, and a total 
farm mortgage debt of more than $500.- 
000,000. This indicates that the bank 
is a party at interest in 4.8 per cent 
of the farms, and in 8 per cent of the 
farm debt. Of course, holding a mort- 
gage on a piece of property is not “con- 
trol” of the property, but let it go and 
say that it is, and further, that the 
bank’s percentage holding of farm 
debts rather than its percentage of in- 
dividual farm mortgages is the factor 
to be considered. Doing that, you give 
the bank an 8 per cent “control” over 
California farming. As to ownership, 
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the bank is not among those present 
at all, although California Lands, Inc., 
an affliated institution, owns a few 
farm properties—exactly 1.6 per cent 
of California farm acreage, to be ex- 
act. So, putting the worst possible 
face on it, Bank of America “owns 
and controls” 9.6 per cent of Califor- 
nia’s farm wealth, which is, anyway 
you look at it, a good deal less than 
half. 


Northwest Banking Field 


Up in the Northwest, banking devel- 
opments during the past few months 
tend to give the lie to the Cassandras 
who have inclined in recent years 
toward the prediction that there was 
no future in banking. Thus, currently, 
there must be at least a dozen organiza- 
tion committees at work in Oregon and 
Washington with plans for the estab- 
lishment of new banks. At the same 
time, for the past six months there 
has been a steady trickle of announce- 
ments of new bank openings. Most of 
the new institutions, either opened or 
projected, are in small towns, many of 


which have lacked banking facilities 
since 1932-33. And they are truly com- 
munity projects in that local capitalists 
have got together and financed the new 
banks, usually with the help and under 
the guidance of a veteran banker. The 
chances that these new ventures will 


prove profitable are excellent. On the 
whole, there is a good loan demand in 
the rural sections of the Northwest, and 
beyond this the people of the region 
have become accustomed to service 
charges. One small bank of which this 
reporter knows, with a capital of $25,- 
000 and less than $250,000 in deposits, 
has an income from service charges of 
more than $1,500 a year, or something 
more than 6 per cent on its capital. 
In another case, a bank with 6,000 ac- 
counts, more than half of which are in 
the savings department, has a service 
charge revenue of $6,000 a year. Be- 
fore the days of the Federal Reserve 
System, exchange fees kept the small 
country bank going, and one of the 
most valid criticisms of “The Federal” 


has been that it ruined the country 
bank by depriving it of this source of 
revenue. Service charges now seem to 
have replaced exchange, and as a re- 
sult it may be that country banking is 
now on a stronger footing than at any 
time in the past twenty-five years. 


Anglo Dividend Omission 


Bill Thomson, who since last spring 
has been president of the Anglo Cali- 
fornia National Bank after a long ca- 
reer in southern California banking, is 
a man with the courage of his convic- 
tions. Thus, what he considers would 
be good advice for a customer he ap- 
plies to himself. The most recent evi- 
dence of this is the omission on October 
2 of the regular Anglo quarterly divi- 
dend. The Anglo is traditionally a 
commercial bank, and hence naturally 
its loan demand has been light; so, says 
Mr. Thomson to his shareholders: 

“The decision to discontinue com- 
mon dividends for the present was made 
with much reluctance, but is believed 
wise because of the present limitation 
of earning power due to the small de- 
mand for credit and the extremely low 
rate of interest received for such of our 
funds as are employed. 

“Our present rate of earnings- pro- 
duces an amount sufficiently large to 
pay dividends on our preferred stock, 
to retire a portion of the same as pro- 
vided in the articles of association, and 
leave a sum adequate to pay dividends 
on the common stock at the rate here- 
tofore paid. However, such action in 
the judgment of your directors would 
leave an insufficient amount to build 
up reserves and undivided profits to 
that high level which our policy re- 


quires.” 


_ 


THE very multiplicity of agencies and 
undertakings through which public 
money may be obtained today is a 
threat to our national character. Busi- 
ness men should take the lead in re- 
sisting this threat.—O. J. Arnold, Presi- 
dent, Northwestern National Life In- 
surance Company, Minneapolis. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Edited by Ke1tH F. WARREN 


90 YEARS AGO 


The Bankers Magazine 


American Imperialism 


Readers of THE BANKERS MAGAZINE 
will be surprised to learn that American 
aims were regarded as imperialistic by 
Europe as far back as 1849. We quote 
from an article on “The Annexation of 
Cuba” in the London Athenaeum which 
was reprinted in THE BANKERS Maca- 
ZINE in November 1849: 

“A more than ordinary interest at- 
taches at the present moment to the 
island of Cuba—that which gives dig- 
nity in most cases to a probable victim. 
The American eagle has it within its 
swoop. The stars are ready to arise 
and the stripes to descend upon it. To 
speak plainly, Cuba is evidently the 
next point of attack for those western 
republicans, whose constitution declares 
that all men are born free and equal, 
and whose policy is professedly that of 
peace and good will to nations. Even 
before their recent exploits in Texas, 
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Mexico and California, the fate of the 
“chief jewel in the crown of Spain” 
was decided. By cession of revolution, 
with or without the consent of the 
mother country—its annexation was re- 
garded by the men of the South as an 
event which must take place at no dis- 
tant period; and with a view to hasten- 
ing the crisis, measures were taken 
which would have delighted a Grecian 
statesman—and been denounced as 
Machiavellian in any nation of modern 
Europe. But the genuine Yankee is no 
more ashamed of his country’s “smart- 
ness” than a Spartan would have been 
of his “craft”; and so that he can con- 
trive to “annex” the universe, he cares 
not whether it be done by force or by 
guile. The mania for territorial ag- 
gression, which seems to possess our 
trans-atlantic cousins, is one of the worst 
of the omens that cloud the future 
prospects of mankind.” 


50 YEARS AGO 


The Bankers Magazine 
The Business Situation 


While some specialities, and even 
some branches of trade, affected by the 
activity in Europe, are improving here, 
like iron, the general public is making 
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no money. Nearly all departments of 
industry are employed, but they are 
only making a living. The volume of 
business is not so small, but the profits 
are. This has been the trouble for sev- 
eral years in the most favored lines of 
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general trade, and it is not being re- 
moved. What we lack is fair prices for 
our great crops, and our old-time export 
activity, to put life and new blood into 
our commercial veins and set the coun- 
try growing again. Until these are se- 
cured we shall wait and look in vain 
for our former periods of activity and 
profit. The American word “boom” 
will become obsolete. Our greatest 
periods of prosperity have been those 
of the greatest export activity. It does 


not signify that our total exports were 


more this month, or this year, than ever 
before. With the growth of the coun- 
try we ought to double our exports 
every ten years or less. Instead, we 
have been falling behind our record of 
ten years ago, on our chief export 
staples, during the past five years, ex- 
cept on a few articles like cotton, in 
which nature gives us a virtual mo- 
nopoly. Until we have the world’s 
markets for them, our big crops signify 
nothing, as they once did, and as this 
year proves they no longer do. 


25 YEARS AGO 


The Bankers Magazine 


Do banks hoard money for their own 
selfish ends, that they may make in- 
terest rates higher, or just out of mere 
perversity? When everyone needs 
money so badly, and when it would 
assist immensely in smoothing out the 
present tangled skein of business, and 
be so extremely helpful all around, why 
do the banks, instead of lending out 
money freely, hold on to it with excep- 
tional tenacity? Is this the course most 
profitable to them, and does that ex- 
plain their action? 


If an affirmative answer could be 
given to the first question, it might ac- 
count for the policy of which the Sec- 
retary (of the Treasury) complains. 
But this cannot be done. There is such 
keen competition among the banks that 
if one institution adopted such a selfish 
course, some competitor would be sure 
to take advantage of the chance of get- 
ting a new account. As to their per- 
versity, the banks average up fairly 
with other business concerns. Their 
success depends upon the prosperity of 
the community, and they must take a 
course calculated to promote that pros- 
perity. The banks like to be obliging 
to their patrons so far as warranted by 
safe banking principles. 


In reply to the last query it may be 
said that bankers do not find their high- 
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est profits in large reserves—especially 
in times like these, For any surplus of 
reserve indicates that, even though in- 
terest rates are attractive, the banks are 
not lending to their full capacity and 
are therefore losing or at least foregoing 
a considerable amount of earnings. 

It must be clear that banks make 
profit by lending as much as they can 
with safety. Ifthe preceding statements 
are true, they establish the fact that the 
explanation of high bank reserves must 
be sought elsewhere. 

What, then, is the real reason why a 
great many banks pile up heavy re- 
serves, to the detriment of the communi- 
ties where they do business, to the 
aggravation of the general financial sit- 
uation, and finally at the sacrifice of 
their own profits? 


If banks were utterly selfish—and 
they are not—the desire to make all the 
money possible would impel them to 
lend as much as they can with safety. 
The real reason for high bank reserves 
where they exist at this time are: (1) 
Legal requirements, and severe penal- 
ties for infringement of the provisions 
relating to reserves. (2) Lack of any 
sure means of procuring cash,to meet 
large and sudden demands from deposi- 
tors—demands to which banks are espe- 
cially liable in times like the present. 
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INVESTMENT 


and FINANCE 


Edited by OSCAR LASDON 


CANADIAN EXCHANGE CONTROL 


INCE the outset of the war, Cana- 
dian exchange has depreciated ap- 
proximately 10 per cent in terms 

of the dollar. However, analysis re- 
veals that such depreciation has not 
arisen from any financial difficulties. 
Rather, it has been the result of a 
voluntary policy of keeping the Cana- 
dian monetary unit at some desirable 
level between the American dollar and 
the British pound. Inasmuch as Can- 
ada’s trade is conducted chiefly with 
the United States and Great Britain, 
wide exchange fluctuations in terms of 
either currency must be avoided in the 
interests of business. It is worth while 
noting that Canada has a favorable 
balance of trade and is a large producer 
of gold. Therefore, these weaknesses 
in international exchange position are 
lacking. 

As the Monthly Review of the Bank 
of Nova Scotia points out, the purpose 
of the exchange control “is simply to 
enable Canada to conserve her external 
buying power and prevent undesirable 
fluctuations in the exchange rate. .. . 
The possible pressure upon the ex- 
change rate or the potential drain upon 
the country’s external buying power 
arises not from current trading transac- 
tions but from capital movements to 
which the Canadian economy is partic- 
ularly vulnerable. It is mainly to con- 
trol such capital movements that the 
new exchange restrictions appear to be 
designed.” 

Commenting further, the Review 
states that “ordinarily there are many 
and varied channels through which cap- 
ital can move out of Canada to other 
countries, and particularly to the 
United States. From the Canadian side, 
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probably the most usual way of ex- 
porting capital was through the pur- 
chase of stocks in the New York mar. 
ket. Owing to the wide interest of 
Canadians in U. S. stocks and the very 
close connections between the New 
York and Canadian stock markets, such 
purchases could be and sometimes were 
very large. From the foreigng side 
there were several important ways in 
which capital could be withdrawn from 
Canada. The simplest was the with- 
drawal of liquid balances, such as 
bank deposits, held in Canada. But 
probably the greatest possibility of cap- 
ital withdrawals lay in the huge Amer- 
ican and British investments in this 
country. American investments in Can- 
ada are estimated at nearly $4,000.- 
000,000, and the British interest is 
placed at about $2,700,000,000. Since 
much of this investment is represented 
by negotiable securities which have a 
market in Canada, there is always the 
possibility that such securities may be 
sold back into Canadian hands. This 
type of transaction is fundamentally the 
same as a direct withdrawal of capital 
because the external holder must ulti- 
mately receive payment in a foreign 
currency. It has the additional disad- 
vantage that it may impose a severe 
strain on Canadian security markets. 
Owing to restrictions imposed by the 
British exchange control there was no 
sudden threat of selling on the part 
of British investors. There remained, 
however, the possibility of pressure 
from American holders of Canadian 
securities This danger may not have 
been urgent, but the situation was un- 
predictable and could have been very 
embarrassing to Canada if at any fu- 
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ture time heavy sales of securities had 
materialized. 

“Once the decision to control such 
capital movements was taken, a thor- 
ough system of exchange control was 
required. There were a great many 
ways in which funds could be with- 
drawn or exported from Canada, and 
some of these were difficult to detect. 
Attempts to control certain types of 
capital movements might have been par- 
tially defeated through diversion of 
such transactions to other channels. 
The establishment of exchange con- 
trol, however, means that all impor- 
tant purchases and sales of foreign ex- 
change by Canadians are subject to the 
regulation of the central board. While 
every kind of exchange dealing is to 
be recorded, the announced intention 
is not to interfere with normal business 
transactions, nor will payment of inter- 
est or dividends to creditors outside our 
boundaries be in any way jeopardized.” 


— 


STREAMLINED FINANCE 


Foreign owners of domestic securi- 
ties, should they have desired to liqui- 
date American holdings, were formerly 
confronted with greater obstacles in 
the way of time and additional ex- 
pense. Shipping securities from Europe 
might have resulted in their loss and 
accordingly required the issuance of 
substitute certificates. War risk insur- 
ance rates on consignments of securi- 
ties were also a factor. 

However, necessity is still the mother 
of invention, and this accounts for the 
institution of a new arbitrage technique 
which has tended to obviate the diffi- 
culties related above. Arrangements 
have been worked out for effecting 
transatlantic sales of securities without 
resorting to actual shipments’ of the 
securities sold. Stock certificates of the 
larger American corporations may now 
be delivered to English representatives 
of respective American transfer agents 
for cancellation. The latter then cable 
to their principals in the United States, 
who issue new certificates to the pur- 
chasers. Under this procedure arbitra- 
geurs may buy securities in London for 
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resale almost immediately by use of 
cable service. 

So far the war has not resulted in 
heavy liquidation of American sécuri- 
ties from abroad. In fact, well-informed 
quarters are of the opinion foreign pur- 
chases and sales have practically off- 
set each other since the conflict started. 
Buying from neutral countries has 
counterbalanced the small amount of 
selling from Great Britain. It is ex- 
pected that the British Government will 
not sell American securities in volume 
for some months to come, and _ that. 
when this development occurs, special 
placement committees will handle their 
distribution. 


oa 


SAVINGS BANK INVESTMENTS 


Since the institution of legislation 
clothing the New York State Banking 
Board with discretionary authority to 
allow banks to purchase obligations 
formerly not on the legal list, over 
$700,000,000 of such securities have 
been added. These bonds, regarded as 
satisfactory investment media because 
they are obligations of strong industrial 
and utility companies, were officially 
sanctioned as the result of requests by 
New York State savings banks. 

Such additions were made necessary 
because of the diminution in the sup- 
ply of securities which continued to 
meet statutory requirements. In 1931, 
the volume of securities eligible for 
savings bank investment was over $7,- 
500,000,000. Eight years later, on July 
1, 1939, the amount of such securities 
meeting the same tests had declined to 
less than $2,600,000,000. Oil company 
issues and telephone company deben- 
tures have accounted for most of the 
recent additions of securities which 
have not met the original statutory 
standards. 


_ 


BOND NOTES 


Discussing municipal securities be- 
fore the American Bankers AsSociation 
convention, Edward A. Wayne, chief 
bank examiner of South Carolina, 
pointed out the fallibility of various 
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criteria used in the analysis of these 
obligations. For example, referring to 
a study which he had made of actual 
defaults within the past eight years in 
various states of the Union, he found 
that municipal units with a high ratio 
of debt to assessed valuations were’ side 
by side in default with other units 
having relatively low ratios. It was 
obvious, he remarked, that the ratio 
of debt to assessed values is valuable 
but not infallible; that true assessed 
valuations of taxable properties is only 
one base upon which the debt rests, 
and must be reviewed in relation to 
other factors. The fallacy of relying 
entirely upon a per capita debt stand- 
ard was also emphasized. 

Mr. Wayne asserted that “. . . with 
the wide variation in methods of assess- 
ment in the various states (and for 
that matter within states), with dif- 
ferent controlling statutes, powers and 
limitations, it is impractical, nay im- 
possible, to develop any acceptable ra- 
tios or ‘measuring rods’ of nation-wide 
application.” 

According to Mr. Wayne, “. . . the 
only practical approach is on a state- 
wide state-by-state basis. Here is ap- 
parent an unusual opportunity for the 
respective state bankers associations to 
render a most useful service both to 
their members and to government. 
Within each state a study should be 
made, county by county, and within 
each county each individual unit. The 
county studies should pay special at- 
tention to the economic foundation and 
trends. The studies should then be- 
come available to all through a central 
file, probably in the office of the state 
association .. .” 


a 


CURRENT TRENDS 


The United States now has a mone- 
tary gold stock of about $17,000,000,- 
000 which is around two-thirds of the 
total gold holdings of the world, which 
stand at $26,000,000,000. Gold im- 
ports during the first six months 
amounted to $2,000,000,000, and it is 
likely that they may total over $3,000,- 
000,000 by the end of the year. 
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The high-grade bond market has re- 
covered from its initial shock upon the 
outbreak of the war. Government and 
corporate obligations have resumed a 
firm tone, and higher quotations are in 
evidence. A revival of the refinancing 
movement, recently impeded, is ex- 
pected. 

Term loans, which the large New 
York banks temporarily halted upon 
the decline of the bond market, have 
again come into favor. In some cases 
slightly higher rates have been ob- 
tained. 

Indications are that the Securities and 
Exchange Commission is considering 
revisions in regulations which invest- 
ment bankers claim are hindering new 
financing. In particular, the twenty- 
day “incubation” period is mentioned. 


aa 


TREASURY vs. RESERVE 
BOARD 


After the outbreak of the war there 
was considerable liquidation of U. S. 
Government securities. To ease the de- 
cline in prices of Treasury obligations 
substantial purchasing was undertaken 
by the Federal Reserve banks, and in a 
period of a few weeks the latter had 
added over $400,000,000 of Federal 
issues to their portfolios. 

Policy of the Reserve Board has 
been shaped with a view to providing 
an orderly market in Government bonds. 
But reports have been heard that open- 
market purchasing operations were in- 
fluenced by a wish to halt any material 
decline in Government bond prices that 
might have affected long-term interest 
rates unfavorably. “Easy money” has 
been the keynote of Reserve Board pol- 
icy for some time. 

While this policy of support, in prin- 
ciple, has not met with the disapproval 
of the Treasury Department, it is no 


‘secret that Mr. Morgenthau would have 
liked the market to seek its own level 


so that financing operations could be 
resumed on a firmer and sounder basis. 
The task of financing the Federal defi- 
cit necessitates large-scale operations 
which must be assured of success. The 
decline of the market to an attractive 
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- R € E D OM gy the greatest American heritage, is 


not a perpetual endowment. It must be won anew every day. It must be won 
by every individual for himself, fighting against the subtle forces which 
destroy personal initiative and self-reliance. 

The weapons with which freedom can best be won have been kept 
bright, during the past hundred and twenty years, by mutual savings banks 
and by the millions of people who use their services. It is such people as 
these, men and women achieving their own goals through their own efforts, 
who offer the greatest hope for the future of American freedom. 
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level, where institutional investors 
would be both confident and eager, was 
apparently his objective. 

This disagreement reflects the lack of 
harmony between the Treasury and the 
Reserve Board, which has on previous 
occasions already attracted public at- 
tention. Although it is maintained that 
the functions of these two divisions are 
defined sufficiently to obviate friction, 
clashes have occurred. For one thing, 
Mr. Morgenthau would like a balanced 
budget. Mr. Eccles, on the other hand, 
belongs to the “pump-priming” school. 
The Reserve Board would like central- 
ized control of bank examinations un- 
der its own jurisdiction and also feels 
that Treasury authority over gold and 
silver matters may not be properly co- 
ordinated with its own powers of credit 
control. 


“aC 


A NOTE OF CAUTION 


Considerable caution has been dis- 
played by business men and investors 
regarding the stimulating effects to be 
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expected from the European war. Re- 
cent addresses delivered before the In- 
vestment Bankers Association conven- 
tion are of help in explaining the more 
sober attitudes now prevailing. 

According to economist Lionel D. 
Edie, it is not to be expected that stock 
and commodity prices will repeat the 
performance witnessed during the 
World War. The ability of the United 
States to remain on the sidelines as a 
neutral and profit, in the event of an 
extended conflict, was seriously ques- 
tioned. 

Dr. Benjamin M. Anderson, Jr., also 
indicated his belief that the belliger- 
ents would exhaust their resources 
much sooner than during the last con- 
flagration. Furthermore, he called at- 
tention to the fact that purchasing by 
the warring nations would not be as 
haphazard or reckless, and that Great 
Britain was making every effort to rely 
on Empire sources for necessary mate- 
rials. The danger of excessive opti- 
mism over trade prospects with South 
America was also stressed. 
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this book 
was written 


INCREASING PERSONAL LOAN BUSINESS 


by R. E. DOAN and G. F. FOLEY 
Price $2.50 


The Chapters : ie Personal Loan Department has far 


greater possibilities than have hitherto 

. Who Borrows, Why They been realized. Mr. Doan and Mr. Foley 

Borrow recognize the human features of this department 

. Practical Operating Suggestions in its possibilities for service to the worthwhile 

citizens of the community but they have gone 

further in their investigation of the country’s 

successful Small Loan Departments to answer 

. Introduction to “THE the questions: How May Profits Be Increased? 

DENVER PLAN” How May Services Be Broadened? How May 

. DENVER PLAN and Large Its Facilities Be Extended to Serve Business 
Department Stores Firms as Well as the Individual? 


. Advertising Personal Loan 
Department 


. DENVER PLAN and Small Besides these questions the authors as 

Retailers, Professions originators of the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 
. FHA Mortgage Loans delinquent accounts. 


. Systematizing FHA Moderniza- 
tion Loans 


May we send you on 5 days’ approval a copy of 
INCREASING PERSONAL LOAN BUSINESS? 


BANKERS PUBLISHING COMPANY 
465 Main Street - Cambridge, Massachusetts 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


FFAIRS in many countries, espe- 
A cially those across the Atlantic, 

are in such a confused state that 
they call to mind the story of a young 
newspaper reporter sent to a fire and 
who informed his city editor that there 
was so much excitement and so many 
things happening in a short time that 
it was impossible to get any news at 
all. This resembles the European situ- 
ation at present. Countries are being 
swallowed up at such a rate that one 
hesitates to refer to them by name lest 
they shall have disappeared from the 
map meanwhile. But there are some 
phases of the situation that are being 
revealed at this early stage of the war, 
and one of these is the added load of 
taxation which war and the preparation 
for it inevitably entail. 


=a 


INCREASED TAXATION IN 
ENGLAND 


Speaking of “The Cost of the War,” 
The Economist in its issue of September 
30 says: 

The contents of the War Budget opened 
by the Chancellor of the Exchequer on 
Wednesday came as a shock to the House 
of Commons, the City and the general pub- 


lic. Such few “forecasts” as had been 
made in the Press had spoken, in the main, 
of an increase of 6d. in the standard rate 
of income tax, which would bring it up to 
the highest level of tne previous period of 
war finance—a level which has ever since 
been popularly regarded as the maximum 
possible. To many people, 7s. 6d. in the £ 
has brought the war home in a way that 
the German Air Force has hitherto for- 
borne to do. 

To those, however, who have devoted any 
thought to the problem of war finance, there 
can be nothing startling or shocking in Sir 
John Simon’s Budget. On the contrary, 
a Chancellor who failed to bring forward 
proposals for taxation on this drastically 
increased scale would be failing in_ his 
manifest duty, and if there is any room for 
surprise in the figures of the revised Budget 
it does not lie in the steepness of the rise 
in the scales of taxation, but in the com- 
paratively small contribution which taxes, 
even after such sharp increases, will make 
to the cost of the war. 

The state of the national finances has, of 
course, been transformed since the Budget 
speech of April last. The Chancellor then 
proposed to spend a gross total of £1,322,- 
600,000, and to raise 2942,600,000 of this 
sum by taxation and other revenue other 
than borrowing. By the time the Finance 
Bill became law, however, the gap between 
revenue and expenditure had already per- 
ceptibly widened and the position at the 
outbreak of war was that expenditure was 
estimated at £1,453,341,000 and revenue at 
£942,310,000, leaving £511,031,000 to be 
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borrowed. The financial effect of the war, 
even within the narrow confines of the pres- 
ent financial year, cannot yet be assessed. 
But some reduction in revenue below the 
estimates is to be expected, which the 
Chancellor of the Exchequer put at £54 
millions. On the other hand, Parliament 
has passed a Vote of Credit of £500 mil- 
lions, and although this sum may not be 
enough to meet all expenditure that will be 
incurred before March 31st, it is the only 
‘one on which calculations can be based. If 
it proved to be exactly right it would raise 
the total of expenditure (after allowing for 
an estimated saving of £20 millions in the 
Civil Departments) to £1,933 millions, of 
which, on the present basis, revenue would 
meet only £888 millions. 


Manifestly, in these circumstances, some 
effort needed to be made to increase the 
yield of taxation. The Chancellor’s pro- 
posals are . . . drastic, soundly conceived 
and equitably distrivuted. But the sur- 
prising—perhaps the ominous—point to no- 
tice is that they will bring in only a further 
£107 millions in the current year. After 
all these efforts, the net total of the revenue 
is raised to a figure only £52 millions above 
that envisaged in the original Budget last 
April, and the total revenue will be only 51 
per cent. of the provisional total of ex- 
pediture. 


This is the outline of the picture for 1939- 
40. That of 1940-41 is necessarily even 
hazier. But one or two limits can be 
sketched in. Expenditure in the remaining 
seven months of the current year is appar- 
ently estimated at £1,413 millions, or £202 
millions a month. This figure is, of course, 
a minimum, and it is the average of a series 
of months during which expenditure will 
be accelerating. If, therefore, we say that 
the total expenditure in 1940-41 cannot be 
less than £2,400 millions, we are certainly 
not exaggerating the figures. But the reve- 
nue that will be brought in next year by 
the newly increased taxes will only be about 
£1,114 millions plus the problematical yield 
of the Excess Profits Tax. Thus the pros- 
pect seems to be that revenue will be about 
half of expenditure this year, and (in de- 
fault of no further tax increases) less than 
that proportion next year. 

Is this a satisfactory state of affairs? 
Before the question can be answered, it is 
as well to re-state the two cardinal princi- 
ples of war finance, which were enunciated, 
. .. the one by Mr. Attlee, the other by Sir 
John Simon. The first is that the economic 
sacrifices demanded of the people by war 
cannot be reduced or shuffled off on to fu- 
ture generations by any financial policy. 
The choice of methods, in particular be- 
tween taxation and borrowing, is, therefore, 
a choice between different methods of dis- 
tributing the burden of sacritce among 
those now living; it is not a choice between 
a heavier and a lighter burden. The sec- 
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ond fundamental principle is that of all 
possible methods of financing a war the 
inflationary method is the least equitable, 
the least efficient and in the long run the 
most disturbing. It must at all costs be 
avoided; but the only way of avoiding it is 
by raising the entire cost of the war either 
by taxes or by loans subscribed out of the 
genuine savings of the people. The ade- 
quacy of the present Budget therefore 
comes down to this: Can the gap of £938 
millions between revenue and expenditure 
in the current year, or the gap of at least 
£1,200 millions next year, be bridged by 
borrowing without giving rise to inflation? 
Can the genuine savings of the people he 
increased, by voluntary, induced or en- 
forced abstention from consumption, to 
these figures? When the questions are 
phrased in this way, it can be seen that the 
proposed level of taxation, so far from 
being excessive ur ascetic, is, at best, barely 
adequate. There are, of course, reasons, 
both of technique and of policy, for not in- 
creasing taxation tvo rapidly at a time 
when the first—and certainly temporary— 
impact of war has been to increase unem- 
ployment and impair taxable capacity. But 
these reasons will have vanished by April 
next year, and the taxpayer will then be 
called upon for another effort if the at- 
tempt to avoid inflation is to be serious. 


DEBTS OF ABSORBED COUNTRIES 


Wuart will happen to the debts of those 
countries absorbed by Germany and 
Russia should this absorption become 
permanent? This is a question of in- 
terest to the Government and _ citizens 
of the United States, especially with 
respect to the debt of Poland. What- 
ever may be the right answer to this 
question, the prospect of an early or 
even ultimate payment of this debt is 
not encouraging. 


STABILIZING LATIN-AMERICAN 
CURRENCIES 


IT is reported that President Roosevelt 
has under consideration a plan for using 
some of the large gold fund in the 
United States for the purpose of sta- 
bilizing the currencies of some of the 
countries of Latin America. The ad- 
vantages of such stabilization are obvi- 
ous, and they would be mutual. But. 
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and more of experience and familiarity with local business conditions have placed our organization in ap 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable oppor- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


as the New York Journal of Commerce 
says: 

Currency stabilization loans for Latin- 
American countries cannot stand alone. 
They must be supplemented by measures 
which will strengthen the balance of pay- 
ments’ position of the borrowing nations. 
A sound program must comprise the fur- 
ther diversification of economic activity in 
Latin America, so that these countries can 
produce more of such products as rubber, 
manganese and certain vegetable oils which 
are needed by the United States. In addi- 
tion, the program should include the adop- 
tion of internal measures that will foster 
the inflow of private American capital for 
direct long-term investment in these coun- 
tries. 

The problem is not one-sided. If the 
countries of Latin America are to in- 
crease their international trade _bal- 
ances, it not only means that they must 
produce more, but that other nations 
must take increased imports from that 
quarter of the world. 


_ 


THE ARGENTINE 


UNDER date of October 7, the First Na- 
tional Bank of Boston received this in- 
formation from its branch. in Buenos 
Aires: 


August 1939 
..m§n_ 3,320,132,000 
7,016,000 


Clearings 
Liabilities, failures 


Inquiries and correspondence invited. 


In August the value of Argentine ex- 
ports, m$n 110,178,000, was the smallest and 
of imports, m$n 124,385,000, the highest this 
year, resulting in an import balance for 
the month of m$n 14,207,000, which reduced 
the export balance for the eight months to 
m$n 187,528,000 as compared with an ad- 
verse balance of m$n 52,443,000 in the same 
period of 1938. The amount of unaccom- 
plished charters is not published or known 
because the British Government is han- 
dling all chartering of British ships. 


MEXICO’S FIRST TRUST COMPANY 


HERETOFORE the trust company has not 
found a foothold in Mexico, but there 
has now been organized in Mexico City 
the Banco Fiduciario de Mexico, whose 
organization is described in a supple- 
ment to the Mexican News Digest, a 
financial and trade review in English, 
edited by John Vavasour Noel. 

The new institution operates under 
authority of the General Law of Credit 
Institutions of June, 1932, which pro- 
vides ample legislation for a trust com- 
pany under the supervision of the Na- 
tional Banking Commission. 


July 1939 
3,483,764,000 
8,376,000 


August 1938 
3,116,679,000 
6,061,000 


The combined bank statement, issued by the Central Bank, for July, showed: 


Cash reserve 19.7 per cent. 


mn 3,988,000,000 
3,155,000,000 
707,000,000 
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EVERY TRUST DEPARTMENT 
SHOULD HAVE 


NEW BUSINESS 


FOR THE 
TRUST DEPARTMENT 


By 
T. T. WELDON 


Here in the pages of this book you 
will find everything you need to 
know about building upand main- 
taining the business of your trust 
department. Includes merchan- 
dising, advertising, selling and 
administration. Price... . $5.00 


Bankers PusisH1NG Co. ,465 Main St., Camaripce, Mass. 
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Current Conditions in Canada 


HE Bank of Montreal Business 

Summary for October 23 reports on 

financial phases of Canadian busi- 
ness as follows: 

“In the financial field there have been 
some complications due to the regula- 
tions put into force by the Foreign Ex- 
change Control Board set up by the Do- 
minion Government. While making 
due provision for the normal require- 
ments of external trade, the regulations 
are designed primarily to prevent undue 
withdrawal of capital from Canada. In 
effect, it has been made practically im- 
possible, except in a minor degree, for 
residents of Canada to send capital or 
revenue out of the country or for per- 
sons abroad with investments in Canada 
to withdraw their capital from this 
country, though the latter may readily 
convert interest or dividends received 
on such capital into the currency of their 
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own countries. This is generally in line 
with the exchange control which has 
been put into effect throughout the Brit- 
ish Empire. 

“Tt will be appreciated that, for a 
young country such as Canada, it would 
be disastrous if there were a general 
withdrawal of large amounts of the for- 
eign capital invested here. In this war, 
economic weapons will be used to a 
greater extent than ever before and were 
there no precautionary measures to pre- 
vent an efflux of capital it is not diffi- 
cult to imagine that enemy propaganda 
in neutral countries might have the 
effect of gravely prejudicing Canada’s 
position in respect to credit, than which 
there is nothing so susceptible to rumour 
and attack. As a matter of fact, con- 
ditions are so shaping themselves in de- 


‘mand for the primary products of this 


country and in current and prospective 


425 





manufacture of the implements of war 
that in many respects Canada is in a 
far more favored position than any 
other country. 

An increase of $32,786,000 in Bank 
of Canada note circulation during Sep- 
tember is explained by seasonal require- 
ments, the movement of the wheat crop, 
et cetera, and by heavy activity in the 
retail trade. The statement of the char- 
tered banks for the month of August 
showed current loans in Canada up 
from $813,947,000 in the previous 
month to $826,351,000. Debits to 
individual accounts in September 
amounted to $2,831,000,000 as com- 
pared with $2,654,000,000 in Septem- 
ber, 1938.” 

The Summary comments upon the se- 
lection of Canada as the chief training- 
ground for the Air Forces of Britain 
and other Dominions. Large expendi- 
tures are expected for the construction 
of hangars, barracks and planes in con- 
nection with this work, in addition to 
other contracts for munitions and sup- 
plies which assure an enlargement of 
industrial employment in Canada. 

In its Monthly Commercial Letter for 
October, the Canadian Bank of Com- 
merce reports intense activity in Canada 
during September. Industrial produc- 
tion has increased at a rapid pace, ris- 
ing to the record height of 1937, and 
working forces increasing by 14 per 
cent as compared with April, the low 
point of employment for the year, while 
railway freight traffic was recently the 
heaviest since 1930. 

Foreign trade, on the other hand, 
“has of course been confined to com- 
paratively narrow limits consequent 
upon the world-wide interruption of 
shipping services, the restrictions in sev- 
eral countries upon export and import 
trade and the uncertainties in exchange 
transaction.” 

Canadian manufacturing, the bank re- 
ports, “was restored by mid-September 
to the general 1937 level of activity as 
the result of seasonal stimuli, improved 
agricultural returns and, to a moderate 
extent, preparations for converting the 
national economy to a war basis. In- 
dustrial production has as yet hardly 
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begun to reflect the demand for military 
equipment and munitions that may be 
expected in the months to come to raise 
Canadian manufacturing to a record 
level. Yet the war has already had the 
effect of restoring industrial confidence 
to the extent that activity in September 
was already 19 per cent higher than at 
the low point reached in the spring 
months of this year, and this, it should 
be remembered, before any great vol- 
ume of overseas orders has been actually 
placed. Our index of industrial activity 
has risen, in terms of 1937, from 93 in 
August to 100 in September, while that 
of factory capacity utilized has risen 
from 74 to 79 per cent.” 

In its October “How’s Business?” 
survey, Canadian Business, official pub- 
lication of the Canadian Chamber of 
Commerce, reports: 


“Viewing the situation, one sees glar- 
ing contradictions. In certain direc- 
tions, notably in the steel industry, the 
demand will tax the capacity of finish- 
ing plants for almost the rest of the 
year. In other directions ample sup- 
plies should be available. The effect on 
the price structure is likely to be varied. 
In the first place, the first rush of the 
re-stocking movement is probably over. 
Certain businesses will find that they 
over-stocked. Housewives may find they 
have too much sugar and flour. A 
calmer view will probably be taken. 
Some weakness in raw material prices 
seems possible. But there are still price 
increases in store. The full effect of 
purchases by the War Supply Board is 
yet to be felt and retail trade is just 
beginning to reflect the increased pur- 
chasing power of the country as a 
whole. 

“According to the Winnipeg Free 
Press, the total value of the West’s 
grain crops was $467 million (as 
against $250 million last year); the 
War Supply Board is expected to place 
orders totalling $150 million; the Brit- 
ish War Mission may spend as much: 
the railways are ordering equipment to 
the value of $25 million for delivery 
within six months; and the premium on 
American funds has materially  in- 
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creased the income of those industries 
exporting to the United States. 

“As much as we deplore the causes 
behind this substantial expansion in our 
national income and consumer purchas- 
ing power, the effect on industrial ac- 
tivity over the coming months should be 


stimulating. Increased taxation will 
check consumer buying power to an ex- 
tent and, while anticipatory buying has 
distorted the picture to a slight degree, 
the final quarter of 1939 should see our 
business index at the highest level since 
the 1929-33 depression.” 


AMERICAN INVESTMENTS IN CANADA 


By FLoyp S. CHALMERS 
Editor, The Financial Post, Toronto, Canada 


AM rot certain that it is possible to 

state whether or not Canada came 

out of the last war poorer or richer 
than it entered it. Certainly we in- 
creased our industrial capacity and our 
cultivated acreage to such an extent that 
in physical equipment we were a 
stronger, wealthier nation. 

We have not been able to find full 
and profitable exercise for all that sur- 
plus capacity in the post-war years. But 
I am certain of this: that the war will 
unquestionably tax it to the limit. 

Canada’s job is clearly indicated. It 
is to provide food and supplies for 
France and Britain—to provide them 
quickly, abundantly and without profi- 
teering. 

The first effect of this war should be 
to turn Canada into a vast hive of in- 
dustry, mining and agriculture. 

In fact, the wheels of industry are al- 
ready beginning to turn at a faster pace. 
In every industrial town in Canada new 
men are being taken on and machinery 
is being tuned up to fill orders already 
received in connection with the war 
effort. 

Here and there, a few plans for peace- 
time expansion have been held in sus- 
pense. But for every roll of blueprints 
being ‘put on the shelf three or four 
others are being taken down. 

The big batteries of industry are al- 
ready rolling up to the firing line. 

The farmers too are preparing to 
meet the challenge. And what a miracle 
of good fortune for Canada it is that 
we enter this war, not with a crop fail- 
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ure, but with a wheat crop that has been 
exceeded only three times in our his- 
tory! Every bushel will be needed. 


Canada’s Role 


Production should indeed reach new 
heights in almost all fields. Canada 
will be a major arsenal of the Allied 
democracies and their bread basket too. 
Canada’s role will be increasingly im- 
portant as a supply base if the war 
carries on for two, three or more years. 

The effect of this will be to provide 
an opportunity to turn our idle labor 
to productive use; to give us a market 
for our surplus commodity stores; to 
provide orders to turn the wheels of 
idle machinery. 

It is true that much of this new wealth 
will be produced only to be destroyed. 
It is true too that we must be prepared 
not merely to sell but to give. There 
is no great unselfishness or sacrifice in 
selling all you can produce at rising 
prices. The test of our aid will be what 
we contribute freely and voluntarily. 

Our increased production will pro- 
vide us with the means to meet a very 
large share of our war costs,—both by 
way of home defense and contributions 
to the Motherland,—just as the utiliza- 
tion of idle labor in Germany met a 
very large percentage of that country’s 
rearmament burden. ‘ 

If we use this new wealth to pay the 
current bills we can end the war with 
the minimum drain upon our resources, 
the minimum shock to our economy and 
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the minimum weakening of our eco- 
nomic system. 

Of course, if we are to achieve this 
we must eliminate waste in whatever 
field it appears. I hope that in that re- 
spect equality of sacrifice will extend to 
the politicians. I have no doubt at all 
that the Dominion Government could 
find $150 millions a year to throw into 
the war effort merely by eliminating un- 
productive items in the national budget. 

What, in the final result, will war 
do to American investments in Canada? 


Comparison With 1914 


The American dollars that were in- 
vested here in 1914 were intact in 1918. 

When war came upon us so suddenly 
in 1914 Canada was sliding out of a 
boom and into a slump. We were heav- 
ily in debt and had not much to show 
for it. We were exceedingly vulnerable 
to any major shock. 

Today the war has come just as we 
have been pulling ourselves out of a 
slump and reaching out for greater 
prosperity. We have a productive ca- 
pacity, we have access to developed raw 
materials to a degree that would have 
been merely a dream 25 years ago. 

We have an economy that is much 
more ready to absorb the blows than 
the Canadian economy of 1914. 

We have a people who have had ex- 
perience of war and what it means. 
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designed for quick reading by the 
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We have new instruments of control 
—the Bank of Canada is one example— 
that did not exist in 1914. 

And we have a spirit of stubborn de- 
termination in our people, and a real- 
ization of what our job must be, that 
we did not have and could not have had 
in the pre-war days of boom develop- 
ment and isolation from world problems. 


Canada Can ‘‘Take It’’ 


This war is going to cost us plenty. 
But Canada can “take it.” No matter 
how long the war lasts, no matter what 
the ultimate nature of our contribution 
in men, money and materials, we shall 
be in there punching till the final bell 
rings. 

Holding these views, I have complete 
confidence that American investments in 
Canada are safe and will come out of 
this war well protected. After the war 
our national resources will still be there 
—only slightly diminished by the drain 
of their use in war. The physical equip- 
ment for converting these natural re- 
sources into wealth will still be there, 
for we need not contemplate the de- 
struction of our country by enemy 
bombers and armies. The efficiency of 
our people will again have been sharp- 
ened to a fine edge——From an address 
at the Financial Advertisers Association 
convention, Toronto, Canada. 
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FINANCIAL QUESTIONS IN UNITED STATES 
ForeIcn Pouicy. By James W. Gan- 
tenbein. New York: Columbia Uni- 
versity Press. 1939. Pp. 264. $3.25. 


AttTHoucH, for a number of years, eco- 
nomic matters have played an increas- 
ingly active part in foreign relations, 
the development of financial problems 
as an aspect of foreign policy has been 
of but comparatively recent importance. 
That these financial problems are today 
of great concern to us in the conduct 
of foreign affairs, however, cannot be 
denied and it is clear that they demand 
serious consideration. 

In this book the author, who has been 
in the United States Foreign Service 
since 1929, summarizes and analyzes 
clearly, concisely and authoritatively, 
several of the more important groups 
of financial matters of an international 
character with which the United States 
Government must deal at the present 
iime. These include: Foreign exchange 
instability, exchange control, intergov- 
ernmental debts (war debts, German 
debts, etc.), foreign dollar bonds in de- 
fault, international double taxation, 
governmental financing of foreign trade, 
etc. 


DivipeNDs To Pay. By E. D. Kennedy. 
New York: Reynal & Hitchcock. 1939. 
Pp. XVII-288. $2.50. 


In a lively style that gives life to cold 
facts the author, former business and 
finance section writer of Time maga- 
zine and then one of the editorial staff 
of Fortune, contends that there was no 
real “prosperity” in 1929—merely a 
large accumulation of profit by a small 
group of corporations and individuals. 
Likewise, there was no real “depres- 
sion” for that same group since 1930 
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—only a relative dip in profits. The 
losses have all. been borne by the 
middle-sized and little fellows who oc- 
cupy a competitive rather than a mo- 
nopolistic position in our economic 
scheme of things. 

In his opinion, the present price and 
production policies of the most favored 
big corporations are designed to hinder 
any return of real prosperity for all of 
us. In these circumstances Government 
intervention in various forms—some 
better than others from the point of 
view of the general welfare—is not only 
desirable but inevitable, and might as 
well be so recognized. 


PROSPERITY AND DEPRESSION. By Gott- 
fried von Haberler. New York: 
Columbia University Press. 1939. 
Pp. XIX-473. $2.00. 


First published in 1937 under the egis 
of the League of Nations, so general a 
demand was created for this book, which 
presents a theoretical analysis of cycli- 
cal movements, that it had to be re- 
printed three times. Now, this new edi- 
tion is published, thoroughly revised 
and enlarged by an additional chapter 
which deals with the rich literature on 
the subject that has appeared since the 
completion of the first edition. 

As in the previous edition, the first 
part contains a systematic analysis of 
existing theories, while in the second 
part an attempt is made to construct a 
comprehensive synthesis of the nature 
and causes of the trade cycle. The book 
does not, of course, claim to be in any 
way final, for, in this field, economic 
research is constantly advancing. How- 
ever, it at least prepares the ground for 
further progress in the attainment of 
knowledge on points still demanding 
clarification. 
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Crepit Unions 1n MAssacHUusETTs. By 
Joseph L. Snider. Cambridge, Mass.: 
Harvard University Press. 1939. 
Pp. 142. $2.50. 


CREDIT unions have grown rather 
rapidly in Massachusetts and through- 
out the country, particularly since the 
passage of the Federal Credit Union 
Act in 1934, and the Federal Govern- 
ment is pushing the credit union idea 
with vigor. In this connection, numer- 
ous questions have arisen: Is the credit 
union an institution worth pushing, has 
it succeeded up to date, what are the 
conditions under which it has succeeded 
and under which it has failed, what are 
the sound opportunities for its further 
development? Answers to these and 
other questions are found in this book, 
which provides a wealth of information 
for those interested in consumer prob- 
lems, for commercial banks interested 
in or considering entering the small 
loan field, etc. 

The author is associate professor of 
business statistics, Harvard Graduate 
School of Business Administration. 


GERMAN FINANCIAL POoLicies: 1932-39. 
By Kenyon E. Poole. Cambridge, 
Mass.: Harvard University Press. 
1939. Pp. 276. $3.50. 


In this volume the author, a trained 
economist and assistant professor of 
economics in Brown University, ex- 
amines the whole financial structure of 
the Nazi state up to the spring of the 
present year. 

There are three broad divisions: 
Events leading up to and the effects of 
the Papen plan of tax remission of Sep- 
tember, 1932; the financing of public 
works and rearmament under Hitler 
from 1933 to the present; and the re- 
lationships between public works ex- 
penditures and production and employ- 
ment in key industries. 

The greater part of the study is de- 
voted to an examination of the problems 
of government finance when a nation 
must do something to alleviate unem- 
ployment even though lacking sufficient 
funds. Although primarily addressing 
students of economics, the author has 


been sufficiently nontechnical to satisfy 
the needs of all students of public ques- 
tions. 


Po.itics, FINANCE, AND CONSEQUENCES. 
By Charles Jesse Bullock. Cambridge, 
Mass.: Harvard University Press. 
1939. Pp. 212. $2.50. 


Tus study of the relations between 
politics and finance in the ancient 
world, with special reference to the con- 
sequences of sound and unsound poli- 
cies, provides the reader with the means 
of estimating for himself the real, un- 
derlying political forces operating in 
the political life of the United States 
in recent years. 

The author, professor of economics, 
emeritus, Harvard University, has 
studied the causes of the decline of cer- 
tain important nations of the ancient 
world—Egypt, Babylonia, Assyria, the 
Kingdom of the Hebrews, Persia, Lydia, 
Greece, Carthage, and Rhodes. He finds 
these causes in bad management of the 
public finances, in wasteful expenditure 
of the public funds, and in the creation 
of privileged groups with vested inter- 
ests in such expenditures. The ostensi- 
ble theme is the ancient world, but the 
real purpose is to demonstrate the ways 
of politicians with public funds, and to 
focus on the problems of our day the 
light of world experience. 


THE STRUCTURE OF THE AMERICAN 
Economy. A report by the National 
Resources Committee. Washington, 
D. C.: United States Government 
Printing Office. 1939. Pp. 396. 
$1.00. 


THE first major attempt to show the 
interrelation of the economic forces 
which determine the use of our national 
resources, this report does not purport 
to solve the problems raised, but rather 
to sketch in the main structural char- 
acteristics of the American economy 
and to emphasize the need for a wider 
knowledge of that economy as a func- 
tioning whole. 

The structure of American economy 
is examined under three main heads. 
First, the economic bases for production 
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—the wants calling for satisfaction and 
the resources available for use in filling 
wants. Second, the structure of produc- 
tion through which resources are used 
to fill wants are discussed in geographi- 
cal, functional, and financial aspects. 
Third, the influences which give organ- 
ization to the activity of the millions of 
separate individuals composing the 
American economy are considered with 
particular emphasis on the market 
mechanism and administration. 


Tue InvistBLE TariFF. By Percy W. 
Bidwell. New York: Council on For- 
eign Relations. 1939. Pp. 286. 
$2.50. 


In this work Professor Bidwell, director 
of Studies for the Council on Foreign 
Relations, explains how restrictions on 
the import trade of the United States 
are accomplished by means other than 
tariff duties. 

Such restrictions are invoked, for ex- 
ample, in cases of alleged dumping, ex- 
port bounties, misbranding, violation of 
American patent rights, use of convict 
labor in production, and most notably 
in the case of sanitary regulations for 
the importation of plants and animals. 
The author describes the far-reaching 
effects of these extra-tariff controls and 
shows that abuse of such controls for 
political ends can lead to disastrous re- 
prisals by other nations. 

Professor Bidwell was for eight years 
an economist of the United States Tariff 
Commission and has long specialized in 
the study of American tariff problems. 


Gippy Minps AND FOREIGN QUARRELS. 
By Charles A. Beard. New York: 
Macmillan Company. 1939. Pp. 87. 
50 cents. 


In this critical review and estimate of 
American foreign policy, the author 
traces the comparatively recent trend 
toward wholesale interference with for- 
eign quarrels and disturbances. De- 
scribing our present foreign policy 
trend as quixotic and dangerous, he sets 
forth the reasons for his advice that 
‘beyond this hemisphere, the United 
States should leave disputes over terri- 
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tory, over the ambitions of warriors, 
over the intrigues of hierarchies, over 
forms of government, over passing 
myths known as ideologies—all to the 
nations and peoples immediately and 
directly affected. They have more 
knowledge and power in the premises 
than have the people and Government 


of the United States.” 


LirE INSURANCE FROM THE BUYER’S 
Point oF View. By E. C. Harwood 
and Bion H. Francis. New York: 
Blue Ribbon Books. 1939. Pp. 262. 
$1.00. 


WritTEN for the average man who owns, 
or plans to buy, life insurance, this 
book presents in clear and simple form 
the vital information necessary to make 
such an investment. 
Prepared by members of the Ameri- 
can Institute for Economic Research, a 
non-commercial, non-political organiza- 
lion, it contains advice on how to pick 
the right company, when to drop a 
policy, what you pay for, how you can 
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save on premiums, how much insurance 
you should carry, etc. Chapters are also 
devoted to accident and health insur- 
ance. 


Does DistrisuTION Cost Too MucH? 
By The Committee On Distribution. 
New York: The Twenticth Century 
Fund. 1939. Pp. 403. $3.50. 


In America today—-as this book demon- 
strates—it costs considerably more on 
an average to distribute goods than it 
does to make them. 

That fact in itself carries an implied 
challenge to find out why. It points 
the need for a comprehensive survey of 
the actual workings of our distri}ution 
system. What are its component parts? 
Are its functions performed efficiently? 
Basic questions such as these are re- 
viewed and documented in this most 
recent survey made by The Twentieth 
Century Fund. 

The first ten chapters, comprising the 
factual survey, were prepared by Paul 
W. Steweri, former chief business spe- 
cialist of the U. S. Department of Com- 
merce and present director of the 
marketing and research division of An- 
derson, Nichols Associates; and J. 


Frederic Dewhurst, former professor 
of industry at the Wharton School of 
Finance and Commerce, University of 
Pennsylvania, and present economist of 
The Twentieth Century Fund. The final 
chapter contains the recommendations 
of the Distribution Committee, of which 


Willard L. Thorp is chairman. The 
book also includes a large “Flow of 
Goods” chart, which shows the move- 
ment of commodities from their origin 
as raw materials to their destination as 
finished products, measuring the in- 
creased values at various stages 
throughout the entire process. 


THE STREETS OF OL_p New York: AN 
HistoricaL Picture Book. By Gard- 
ner Osborn. New York: Harper & 
Brothers. 1939. Pp. 49. $1.50. 


ConTAINING 138 pictures, selected from 
a collection of 500 of the rarest and 
most valuable old prints of historical 
New York and arranged in geographical 
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sequence, this book takes the reader 
back to the days when Chambers 
Street was virtually on the edge of the 
wilderness. 

The pictures are interpreted by con- 
cise, historical notes, telling the dra- 
matic story of each site upon which an 
important building now stands. Gard- 
ner Osborn, who has collected and 
annotated these pictures, is the secretary 
of the Downtown District of the New 
York World’s Fair, and is also in 
charge of the Historical Museum in the 
Sub-Treasury Building. 


RESPONSIBILITY OF STATES FOR ACTS OF 
UnsuccessFUL INsuRGENT GOvVERN- 
MENTS. By Haig Silvanie. New York: 
Columbia University Press. 1939. 
Pp. 223. $2.75. 


It is a settled rule of international law 
that the state is responsible for acts of 
insurgent governments which ultimately 
succeed in establishing themselves in 
power as the government. Responsi)iil- 
ity for acts of unsuccessful insurgent 
governments, however, is more difficult 
to determine. In recent years the law 
has undergone changes and develop- 
ments, and in this study the author 
states and analyzes these changes and 
points out earlier developments and the 
tendencies now present. 

Chapters include: Insurgent Loans, 
Concessions and Alienations, Acts of 
Government Routine, Taxes and Cus- 
toms Duties, Tortious Acts; a bibliog- 
raphy and an index. 


_—_ 


BOOKLETS 


Banxtne: Stupy Ap. Madison, Wisconsin: 
Department of Debating and Public Dis- 
cussion, University of Wisconsin. 1939. 
Pp. 62: 40 cents (to residents of Wis- 
consin, 25 cents). 


InTENDED to assist in gaining an under- 
standing of historical sidelights in American 
banking and to give insights into some 
modern banking functions and problems, 
this booklet is divided into ten studies. Fol- 
lowing a brief discussion of each subject, 
a reference list of books, periodicals and 
pamphlets is given for more extensive read- 
ing. Subjects covered include: American 
Banking, 1714-1863; The National Banking 
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System, 1863-1913; The Federal Reserve 
System, 1913-1933; The New Banking 
Philosophy; Corporate Forms of Banking; 
Bank Deposits; Loans and Investments; 
Check Clearance and Collection; Maintain- 
ing Reserves; Bank Failures. 


INTERNATIONAL MONETARY ORGANIZATION. 
fy Michael A. Heilperin, New York: 
Columbia University Press. 1939. Pp. 61. 
75 cents. 


Tiss booklet covers an investigation into 
the various modes of organization that can 
apply to monetary relations between coun- 
tries, with particular reference to conse- 
quences that follow from the spread of state 
interventionism and from menaces to world 
peice. While admitting that monetary 
policy is not one of the factors which, by 
their own action, make for peace or war, 
this study clearly shows that certain pat- 
terns of monetary relations can be main- 
tained only if peace prevails, and, if main- 
tained, foster stabler and more good- 
neizhborly relations between countries. The 
author is favorable to stable exchange rates 
between national currencies and criticizes 
adversely the views advocating “flexible 
exchanges.” 


Financia MANAGEMENT Serirs. New York: 
American Management Association. 


Turze recent publications in this series are: 
Problems and Responsibilities of the Fi- 
nance Officer, 32 pages, 50 cents; Deter- 
mination of Depreciation and Obsolescence 
Policy, 28 pages, 75 cents; Effects of Gov- 
ernmental Policies on Financial Manage- 
ment, 52 pages, 75 cents. 

These booklets contain papers presented 
at the Finance Congress of the American 
Management Association, held early this 
year in New York City. 


Marketinc Opportunities. New York: 
Lithographers National Association, Inc., 
295 Madison Ave. 1939. Pp. 52 (4 book- 
lets). 


Ix order to segregate material of similar 
character in separate booklets, this annual 
publication of the Lithographers National 
Association is published in four. sections. 
The series includes: No. 1: Industrial Man- 
agement; No. 2: Advertising—Its Place in 
the American Scene; No. 3: Trends and 
Developments in Two Typical National 
American Markets—Foods and Drugs; No. 
4: Trends and Developments in Typical 
“Neighborhood” American Markets— 
Schools, Banks, Local Services, ete. Al- 
though the material contained in these 
booklets was presented at the recent annual 
convention of the association, each of the 
speakers prepared his material with its sub- 
Sequent publication in mind, so the booklets 
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The 
Federal Reserve Bank 
of Boston 


By 
JosePH H. TAGGART 


ERE for the first time in book 
- form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


Ceveseeesevewassosd 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“The Federal Reserve Bank of Boston’’ 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 
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are both alive and timely. These booklets 
are available to advertising and business 
men without charge. 


Joss Arrer Forty. By Beulah Amidon. New 
York: Public Affairs Committee, 30 Rock- 
efeller Plaza. 1939. Pp. 32. 10 cents. 


Summanizinc the material collected by the 
staff of the U. S. Department of Labor for 
the Committee on Employment Problems of 
Older Workers, this booklet answers such 
questions as: Is unemployment greater or 
less over 40? What part does insurance 
play in age discrimination? Are men less 
efficient after 40? What can be done 
about it? 


A Stupy or THE Rvurat Economy or Wve- 
HING, CHEKIANG, CurNa. Shanghai, China: 
The China [Institute of Economic and 
Statistical Research, 1939. Pp. 121. $1.00, 


Tris booklet contains the results of a sta- 
tistical study of 924 families in four repre- 
sentative sections of the district covered. 
Attention is given to the general back- 
ground, family size and household economy, 
cost and standard of living, the land prob- 
lem, and social conditions. 


Tue SratisticaAL PatrerN oF INsTALMENT 
Desr. By R. A. Young and Blanche 
Bernstein. New York: National Bureau 
of Economic Research. 1939. Pp. 23. 50 
cents. 


First of a series, this study gives statistical 
information on the use of instalment credit 
by various consumer groups. It contains 
estimates of the percentage of families in 
different income groups having a net change 
in instalment debt, 1935-36, first for all 
commodities combined, and then separately 
for six groups of commodities; estimates 
of which income groups were increasing and 
which were decreasing instalment obliga- 
tions; and indications of how instalment 
buying habits vary in different types of 
communities and different regions. 


_ 


BOOKS RECEIVED 


The following books, and others, will be 


reviewed in the December issue of THE 
BankKERS MAGAZINE: 


Tue Consumer IN CoMMERCIAL BANKING. 
By Henrietta Cooper Jennings. New 
York: Consumer Credit Institute of 
America, Inc. 1939. Pp. XVII-158. $2.00. 


AmerIcAN Rarrroaps. THe THIRTEENTH 
AnnvaL Desate Hanpsoox 1939-40. 
Edited by Bower Aly. Columbia, Mis- 
souri: Lucas Brothers, Publishers. 1939. 
2 volumes, 220 pages each. 


FINANCIAL ORGANIZATION AND MANAGEMENT 
or Business, By Charles W. Gerstenberg. 
New York: Prentice-Hall, Inc. 1939, Pp. 
XXVI-849. $5.00. 


Socrat Controt or Business. By John M. 
Clark. New York: McGraw-Hill Book 
Company. 1939. Pp. XVI-537. $5.00. 


© 


EXPANDING TRUST FRONTIERS 


It is true that our expanding. frontier 
of problems and responsibilities in the 
trust field is ample cause for concern 
on the part of all of us. On the other 
side, the expanding frontier of oppor- 
tunities for public service should give 
us hope and courage. Property own- 
ing people are confronted today with 
difficult and complete problems of 
management and conservation. Heads 
of families are genuinely concerned 
about the future financial welfare of 
their families. They will welcome, with 
open arms, any suggestion from trust 
institutions as to the best ways of ar- 
ranging their family financial affairs. 
If we can help the public by rendering 
this much-needed service at a price they 
can afford to pay, that will return us 
a livable profit, our business will grow 
and prosper in. the years to come.— 
Samuel C. Waugh, Executive Vice- 
President and Trust Officer, The First 
Trust Company, Lincoln, Neb. 


THE BURDENS OF TAXATION 


Taxes should be paid by all who are 
able to pay them, but rates should not 
be so high as to stifle initiative or to 
hinder business activity and contribute 
to unemployment. The law of dimin- 
ishing returns still stands. Also, full 
consideration should be given to equi- 
table measures for progressively nar- 
rowing and finally closing avenues of 
escape from sharing the tax burden 
which still remain open in certain di- 
rections. Continuance of individual 
freedom in this nation brings to every 
resident of the United States an obliga- 
tion willingly to contribute through 
taxes to the financial support of our 
Government. — Resolutions Commiitee, 
ABA Convention, Seattle. 


134 THE BANKERS MAGAZINE for November, 1939 





The Bankers Digest 
The Month’s Banking Thought in Brief 


NOVEMBER, 1939 


CONTENTS 

Hanes Heads A. B. A A Biographical Sketch 436 
FDIC Supervisory Control R. E. Gormley 437 
Comptroller’s Office Necessary H. E. Cook 439 
PPRRea Spe rr MRCCMNOINAN CS NI ooo canes S0ib bo S's dioiee Sewuardie we-sTee ere J. D. Bloom 440 
Merchandising the Christmas Club L. E. Townsend 441 
Interest Method Variations P. R. Williams 442 
Julian T. Baber 443 

SURVEY 
War’s Financial Consequences Guaranty Trust Company 444 


How to Achieve Full Employment Fortune Magazine 445 


Wartime Inflation Prospects Alexander Hamilton Institute 446 
Fiscal Position Changes Since 1914 The Conference Board 447 
War Influence on Investors National City Bank 448 


The Business Outlook Selected 449 
VIEWS 

Personal Loan Analysis Kenton R. Cravens 452 

State Banks Maintain Position R. N. Sims, 452 

The Foreign Trade Outlook W. F. Gepharti 453 

Duty and Responsibility Delegation.................... 0c gece eee J. J. Gard; 454 


Centralized Supervision Dangerous William R. White 455 
Lower Costs by Teicreasitig WACiCncy..... 0... occ ciecsc sce esce cccsases J. L. Dart 456 


Henry H. Heimann 457 
Robert M. Hanes 458 


ADVERTISING AND PUBLIC RELATIONS Recent Developments 459 


BRIEFS Short Items of Interest 463 


Tue Bankers Dicest Is a Regular Monthly Section of 


THE BANKERS MAGAZINE 





Hanes Heads A. B. A. 


OBERT M. HANES, president of 

the Wachovia Bank and Trust 

Company, Winston-Salem, N. C., 
was elected president of the American 
Bankers Association at the annual con- 
vention in Seattle, Wash., September 
28, 1939. 

Mr. Hanes was born in 1890 in Win- 
ston-Salem, N. C. He was educated 
in the Woodberry Forest School of 
Orange, Va.; the University of North 
Carolina, and the Graduate School of 
Business Administration of Harvard 
University. His first business position 
was with the Crystal Ice Company of 
Winston-Salem, where he was secre- 
tary and treasurer. 

He resigned from that company in 
1917 to attend the Second Officers 
Training Camp at Fort Oglethorpe, 
Georgia, where he was commissioned 
a first lieutenant of artillery. In De- 
cember, 1917, he was transferred to the 
113th Field Artillery, Thirtieth Divi- 


ROBERT M. HANES 


sion, and in March, 1918, he was com- 
missioned captain. In May, 1918, he 
went overseas with the division and 
saw active service in France until the 
armistice. He was discharged from 
the army with the rank of major in 
December, 1918. 

Mr. Hanes joined the Wachovia Bank 
& Trust Company a few months after 
his discharge from the army. Later he 
became vice-president of the bank of 
which he is now president. Mr. Hanes 
is a director in the following com- 
panies: Southern Railway Company. 
P. H. Hanes Knitting Company, Hane: 
Dye & Finishing Company, Security 
Life & Trust Company, Atlantic Joint 
Stock Land Bank, Greensboro Joint 
Stock Land Bank, State Capital Life 
Insurance Company, and the Indera 
Mills Company, of which he is also 
vice-president Mr. Hanes has served 
as president of the Winston-Salem 
Chamber of Commerce; a member of 
the North Carolina General Assembly, 
in the House 1929, 1931, and the Sen- 
ate 1933, and is a director of the North 
Carolina Sanatorium. He is a member 
of the Federal Advisory Council of the 
Fifth Federal Reserve District. 

In the activities of the American 
Bankers Association, Mr. Hanes has 
served as a member of its executive 
council and administrative committee, 
vice-president of its state bank divi- 
sion, and as chairman of its commit- 
tee on Federal legislation. He served 
as second vice-president of the associa- 
tion during 1937-38 and first vice-presi- 
dent during 1938-39. He is also a past 
president of the North Carolina Bank- 
ers Association. 

Mr. Hanes is married and has one 
son and one daughter. He is a Demo- 
crat and belongs to the Twin City, 
Forsyth Country and Winston-Salem 
Rotary clubs. He lives in Winston- 


Salem, N. C. 
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FDIC Supervisory Control 


By R. E. GorMLey 
Superintendent of Banks, State of Georgia 


EPOSIT insurance was not a new 
thing, but had been attempted by 
various banking groups and by 

several states. In each instance it had 
proved unworkable, and the idea was 
generally regarded by bankers as im- 
practicable. With the prestige of the 
Federal Government and its seemingly 
superior capitalization, contributed by 
the Federal Treasury and the Federal 
Reserve banks behind it, it has im- 
pressed even a large number of bank- 
ers. Its present plan of insuring de- 
posit accounts up to $5,000, while of 
no direct consequence to larger banks, 
has had the effect of placing smaller 
banks on a better competitive basis 
with larger banks. There is no ques- 
tion but that it has been a stabilizing 
influence. 


Unified System Means 


Yet in the creation of FDIC, with the 
extraordinary powers vested in_ its 
board of directors, together with the 
popular appeal which the idea of de- 
posit insurance has (and there is no 
question but that it has “oomph,” “it,” 
and, well—sex appeal), I see the only 
means of ever accomplishing a unified 
banking system. 

My conception of the purpose of 
FDIC, and I believe the intent of its 
original advocates, was that it should 
function as an insurance agency and 
not in a supervisory capacity. I do 
not believe we can expect banks to 
function to meet the needs of American 
business, as they have in the past, with 
supervisory control vested in an organ- 
ization whose primary concern will be 
its hazard as guarantor, rather than 
the efficient operation of banks. 

Title I of the Banking Act of 1935 


vests in the board of directors of FDIC 
the power to make such rules and regu- 
lations as they see fit; the right not only 
to make examinations and cancel the 
insurance of any bank, but also to issue 
call for reports of conditions and to 
require publication of same, to assess 
fines and penalties, and, in the event 
of failure of any bank, to comply with 
any direction given by the corporation, 
to publish any or all portions of re- 
ports of examinations, and of corre- 
spondence between the corporation and 
such bank. 

Thus we see an insurance company 
vested with the unusual authority to 
make such rules and regulations govern- 
ing the operation of banks as it may see 
fit; the power to enforce such regula- 
tions with punitive provisions, such as 
fines, penalties, imprisonment of off- 
cers, and threats to crucify any bank 
in the eyes of its depositors by adver- 
tising unfavorable information 


Supervisory Conflict 


The authority of state supervisors 
has been subrogated to or is in conflict 


‘*A great deal of pressure has 
been brought to bear to accom- 
plish the adoption of a uniform 
examination form, and _ the 
acceptance of FDIC reports in 
lieu of examination by state de- 
partments. I know of no surer 
way to accomplish centralization 
of banking,’’ warns Mr. Gorm- 
ley in the accompanying portion 
of his recent address before the 
American Bankers Association 
convention in Seattle. 
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with that of the FDIC. In numerous 
instances its examiners have been kind 
enough to undertake to relieve me of 
the responsibility of enforcing provi- 
sions of our state banking 'law—and in 
cases where such violation admittedly 
created no condition of hazard to the 
corporation. 


A great deal of pressure has been 
brought to bear to accomplish the adop- 
tion of a uniform examination form, 
and the acceptance of FDIC reports in 
lieu of examination by state depart- 
ments. I know of no surer way to ac- 
complish centralization of banking. If 
we surrender our individuality to the 
extent of relinquishing our right to de- 
vise forms and supervisory practices 
best suited to the needs of our respec- 
tive states, what will be the purpose 
in retaining state banking departments? 
Without enforcement authority vested 
in someone in the state, what will be 
the purpose of state banking laws? 
What kind of state banking system will 
you have? 


" What Kind of Dual System? 


Now, I have no fuss with the gen- 
tlemen in charge of formulating and 
enforcing the policies of the corpora- 
tion. I am personally acquainted with 
most of them and count them my 
friends. It has been a source of some 
satisfaction to me to hear, within the 
past year, several of these men declare 
in favor of a dual system. Yet I can’t 
help but remember that the chairman 
of the corporation is on record in testi- 
fying before the Senate banking and 
currency committee on the Banking Act 
of 1935 as being in favor of central- 
ized control of banking, and stating he 
did not believe bank losses could ever 
be eliminated until we had a unified 
banking system. 

I am wondering whether the dual 
system to which he refers as favoring 
is not a system of national, state, and 
state member banks, the primary or 
sole supervisory control over which 
shall be vested in the FDIC. 

I am personally very much interested 
in the FDIC and its success as an in- 
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suror. I am opposed to increasing the 
corporation’s potential liability by 
raising the maximum coverage. I am 
opposed to decreasing the corporation’s 
income by lowering the present pre- 
mium charge, though I recognize the 
present method of assessing premium 
cost to be unfair to large banks. In 
short, I want to see this thing given 
a fair trial. The only question be- 
tween the FDIC officials and myself is 
just what kind of a dual system do 
they favor. 
® 


PUBLIC RELATIONS 


Ir every person in the United States 
were a Satisfied bank customer, we 
would have no public relations prob- 
lem. The underlying thesis of a suc- 
cessful public relations program is that 
you are constantly meeting and dealing 
with the public, and you must serve the 
public efficiently, courteously, intelli- 
gently, and with a degree of human in- 
terest that is both noticeable and sin- 
cere.—R. L. Mullins, President, Wolfe 
City National. Bank, Wolfe City, Tex. 


ADEQUATE SERVICE CHARGES 


WE have only begun to attack the prob- 
lem, not of service. charges, but of 
adequate service charges, and in the 
next few years you will hear even more 
on this topic. It is one of the funda- 
mentals upon which we must build our 
modern banking structures, not only 
that they may be profitable, but that 
they may survive!—J. P. Juston, Presi- 
dent, Missouri Bankers Association. 


FREE ENTERPRISE 


A FREE enterprise system means one 
that enjoys a minimum of govern- 
mental control and a maximum of in- 
dividual responsibility. At the heart 
of such a system is a free banking 
system not only serving industry but 
safe-guarding the interests of those who 
work to produce wealth and sacrifice to 
save it—Dr. Paul F. Cadman, Presi- 
dent, American Research Foundation, 
San Francisco. 
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Comptrolier’s Office Necessary 


By H. E. Coox 


President, National Bank Division, American Bankers Association, 
and President, The Second National Bank, Bucyrus, Ohio. 


HE authority granted to the Presi- 

dent of the United States to reor- 

ganize the executive branch of the 
Government within stated limitations, 
and carrying no _ restrictions upon 
changes in the office of the comptroller 
of the currency, focused attention upon 
the possible future of the oldest bank 
supervising agency in the Federal Gov- 
ernment. Orders issued in pursuance 
of that grant of authority so far have 
had little effect on the comptroller’s 
office, and there is no public knowledge 
that other changes in its status are in 
contemplation. - However, until some 
assurance is given, there can be no con- 
fidence that the present position of that 
office, which has won so much respect, 
will be preserved. 

Only last year, in a number of cities 
throughout the United States, appro- 
priate exercises commemorated the 
seventy-fifth anniversary of the crea- 
tion of the office of the comptroller 
of the currency. Those demonstrations 
reflected a recognition of the high type 
of public service rendered by that of- 
fice through the many years of its ex- 
istence. Bankers participated with other 
folks in acclaiming its accomplish- 
ments, and the cross-sections of na- 
tional banker opinions gathered from 
time to time support that attitude by 
indicating practically unanimously an 
insistence that the influence and the 
effectiveness of the office of the comp- 
troller of the currency be not dimin- 


ished. 


Opposed to Elimination 


Therefore, the national bank divi- 
sion of the American Bankers Associa- 
tion is opposed strongly to elimination 
or curtailment of the work of the comp- 
troller of the currency. The division 


insists that there should be maintained 
an independent office for chartering 
and for the examination and the super- 
vision of national banks alone; that it 
should be allowed, not only to retain 
the independence it now holds, but that 
there should be restored to it the full- 
ness and the independence of action 
which characterized its administration 
in other years. These functions should 
be centered in one agency which would 
be the sponsor and the champion of 
national banks, the same as state bank 
commissioners are the partisans of 


banks under their control. 

At its spring meeting in April of this 
year the executive committee of the 
division expressed by resolution its 
faith in the ability and the efficiency 


of the comptroller’s office. Because it 
is completely attuned and thoroughly 
responsive to the needs of the public 
and to banking alike, the division ex- 
pressed its conviction that the strong- 
est possible efforts should be made to 
show whatever unsoundness and unde- 
sirability may appear in any movement 
which may develop to curtail or abol- 
ish the comptroller’s exclusive supervi- 
sion over national banks. 


‘‘The strongest possible efforts 
should be made to show what- 
ever unsoundness and undesir- 
ability may appear in any move- 
ment which may develop to cur- 
tail or abolish the Comptroller’s 
exclusive supervision over na- 
tional banks,’’ says Mr. Cook in 
this portion of his recent ABA 
convention report on the Na- 
tional Bank Division’s aims and 
activities, 
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Plan Now for Economie Changes 


By J. D. BLoom 


Special Deputy, Secretary 


R ECENT events promise to give suf- 
ficient shock to our present eco- 
nomic system in the not too dis- 
tant future to cause a great change. 
It will not be the result of surprise or 
of sudden shock. It is fair to say that 
changes have been foreseen and at the 
same time feared. The absence of sur- 
prise should make it possible for every- 
one interested to take concerted and 
determined steps to map a course de- 
signed to accomplish the greatest 
amount of progfess without giving full 
sway to the trial and error rule. 
Commercial banks have played a 
very important role in the development 
of this country and have a very defi- 
nite and important place in our eco- 
nomic system. However, we cannot 
doubt that changes in our economic 
system are taking place even now. The 
war and the reconstruction era to fol- 
low create new problems which must 
be met. Governmental activities through 
the making of loans and the encour- 
aging of others to make certain kinds 
of loans must be weighed so that their 
proper place in our economic system 
may be found. If commercial banks 
are to fulfill to the greatest possible 
extent their usefulness and to continue 
their important role in our economic 
system their activities must be planned 
and not left to circumstance. 


Problems Meriting Consideration 


Many matters must be considered 
carefully. To mention a few of them: 

Will banking institutions be prepared 
to function smoothly during the period 
that lies ahead? 

Are they capitalized sufficiently to 
service borrowers properly? 
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of Banking, Pennsylvania. 


Are present and past loan, real es- 
tate and investment problems so well! 
in hand that new ones can be taken 
on with the proper frame of mind? 

Is there an effective means for trans- 
ferring money supply from one area 
to another without routing it through 
the bond market? 

Are the various types of financing 
units created or expanded during the 
past decades to continue as a perma- 
nent part of our scheme of banking, or 
will they withdraw with an upturn in 
business conditions generally? Should 
banking institutions accept them as 
permanent structures and, therefore, 
adapt themselves to the existing circum- 
stances, or should they look to the ad- 
justments which must follow their 
withdrawal from the lending field? 

Should the question of operations in 
the investment securities market be left 
to develop by trial and error? Thou- 
sands of banks would welcome some- 
thing more concrete than now exists. 

Should existing laws regulating the 
business of banking be considered as 
adequate for the period ahead of us, 
or is it safe only to recognize them as 
sufficient for the time being? If the 
latter, is there any effective means for 
preparing in advance for the changes 
which will occur? 

Banking institutions cannot alone 
complete the task. A heavy responsi- 
bility falls on bank supervisors and 
legislative bodies. Statutory and regu- 
latory requirements and _ restrictions 
must be weighed and sifted to the end 
that prompt steps can be taken to effect 
changes, if any seem necessary.—From 
an address at the National Association 
of Supervisors of State Banks conven- 
tion, Salt Lake City. 
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Merchandising 


The Christmas Club 


By L. E. Townsenp 
Assistant Vice-President, Bank of America, N. T. & S. A., San Francisco. 


ye have been up against your 
auditors and I have been; you 

have been up against your analysis 
department and I have, and they tell 
me it costs about 40 cents to put on a 
Christmas Club. I do not believe it 
does, because I say bank employees are 
happier when they are doing a good 
sound constructive job, and operating 
costs should not be added when it does 
not take any more tellers’ time to com- 
plete his daily work. 

The advantages we have obtained 
from our Christmas Club are many; 
we took the cancelled checks, analyzed 
them carefully, and we found that 67 
per cent of every dollar paid out went 
back either into savings or investments; 
16 per cent was negotiated with mer- 
chandise; 23 per cent deposited to ex- 
isting savings or commercial accounts; 
41 per cent cashed in our own banks. 
In 1933 we had 57,000 accounts and 
on December 1, 1933, we paid out $3,- 
000,000. This year we will pay out on 
December 1, 1939, and I say “pay out” 
advisedly, we are glad to do it, to 
243,000 people, over $14,000,000. The 
big results from that—people become 
systematic savers. 

When we pay out that check we have 
on there “Merry Christmas,” and we 
have on there a sign-up slip which they 
can simply tear from their check and 
send it in, and they are saving again 
next year. We can get that many peo- 
ple saving again next year, which 
means 12,050,000 contracts; banks 
must have customer traffic. That is 
why rents are high in busy corners, 
so get the traffic—not going by—but 
coming in. 

I am going to take a minute to show 


you one other thing. We get a great 
deal of publicity from the Christmas 
Club. The Shopping News of San 
Francisco, reaching 250,000 homes, 
Oakland 150,000, and Los Angeles 
some 500,000, last year put out a spe- 
cial Christmas Club edition when our 
check came out, and every one of the 
big merchants reproduced a picture of 
our check. That is real publicity be- 
cause it is sound and constructive. We 
gave the merchants signs to put in their 
windows: “Bank of America Christmas 
Club checks cashed here.” We wanted 
that money to go into business. If you 
stimulate business you stimulate banks. 

One letter and I am finished. We 
were able to get many of these big 
merchant accounts because of Christ- 
mas Club codperation. “In discussing 
labor problems, Mr. Hubbel, manager 
of one of the largest department stores 
in Los Angeles, commented on the 
good that has resulted from the Christ- 
mas Club activities among his em- 
ployees. When the club activity was 
presented to them more than three years 
ago there was decided opposition from 
the union members. Today the mem- 
bers of the union who had been previ- 
ously opposed to it petitioned the man- 
agement to continue and asked that 
pay roll deductions be made to the 
amount designated by each employee, 
etc.” That is given to you to show you 
that encouraging systematic savings is 
your job too. Do not let any account- 
ing or auditing department discourage 
you. They miss one point. They get 
the decimal point in the wrong place; 
they put it before the human element 
and it should be after.—From an ad- 
dress at the FAA Convention, Toronto. 
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Interest Method Variations 


By P. R. WittiaMs 


President, Savings Division, American Bankers Association 


HE Committee on Savings Develop- 
ment of the ABA has been fortu- 
nate in having as its chairman 
Stuart C. Frazier, vice-president, Wash- 
ington Mutual Savings Bank, Seattle. 
A particular study of this committee 
this year has been that of methods of 
computing interest on savings deposits. 


Results of Questionnaire 


This study, as might have been ex- 
pected, has shown so great a variance 
in practices, and therefore in the re- 
sults obtained, that it is, to say the 
least, startling. The committee has done 
a tremendous amount of research and 
the results should be placed in the 
hands of bank executives in the interest 
of uniformity and, what is even more 
important, that as far as possible, the 
methods used should be fair to both 
the depositor and to the bank. To ob- 


*‘To determine the amount of 
interest that would be earned 
by the use of the ten most pop- 
ular methods of computing in- 
terest, four actual savings ac- 
counts were taken to show vari- 
ous types of savings account 
activities. Variation from the 
least amount of interest earned 
to the highest, on identical ac- 
counts, was as high as 330 per 
cent,’’ reports Mr. Williams in 
this portion of his recent ABA 
convention address. 


tain the results, the questionnaire was 
sent to 3,500 banks, and these comprise 
every state in the Union. Replies were 
received from 53 per cent of these, and 
the findings are therefore based on that 
number. It was found that 9714 per 
cent of the bankers who responded feel 
that all banks in the same general lo- 
cality should follow a uniform method 
of computing interest. So our objec- 
tive among bankers is a popular one. 
In a report as exhaustive as this one 
it is not possible to give much more 
than a hint as to what it contains. There 
are a number of elaborate schedules 
and analyses that would require study 
to digest them. With respect to the 
use of actual methods of computing in- 
terest, the committee found that twenty- 
two basic methods are in use, and sev- 
enty-nine variations of these. Of these 
twenty-two basic methods in use, ten 
of them were used by 90.39 per cent of 
the reporting banks, and it therefore 
was these ten basic methods that the 
committee studied. It appears that in 
the preponderance of these cases the 
interest on the accounts commences on 
the first of the month following the de- 
posit. The great variance comes in the 
practices regarding withdrawals and 
the treatment of the interest in such 
cases. To determine the amount of in- 
terest that would be earned by the use 
of each one of these ten methods, four 
actual savings accounts were taken to 
show various types of savings account 
activities. Variation from the least 
amount of interest earned to the high- 
est, on identical accounts, was as high 
as 330 per cent. 

Surely the banks of the country 
should find some degree of uniformity 
in the computation of interest. 


THE BANKERS MAGAZINE for November, 139 





Training to 


DETECT COUNTERFEITS 


By Juxian T. BABER 
U. 8. Secret Service, Treasury Department, Washington, D. C. 


HE public relations departments of 

some banks are overlooking an op- 

portunity to render to their deposi- 
tors a genuine service in which effective 
missionary work may be accomplished 
with little effort and little cost. When 
a bank detects a counterfeit the teller 
making the discovery notifies the de- 
positor. There may be in the teller’s 
voice a tone of regret intended to regis- 
ter sympathy. Now if that depositor 
had been forewarned by the bank there 
is a strong probability he would not 
have been deceived by the bogus note 
or coin. 

In the public relations program of 
banks, can you think of a better public 
service than the sponsorship for the 
benefit of your depositors, and others 
who may not be your depositors, of a 
campaign having for its object the edu- 
cation of your retail merchants in the 
detection of counterfeit money? An 
occasional meeting arranged by your 
bank in any public auditorium, with a 
bank officer or Secret Service agent as 
lecturer, will interest your merchants, 
shopkeepers, service station employees, 
who may or may not be your depositors, 
when properly advertised. 


Lecturers and Exhibits Supplied 


The Secret. Service believes it to be 
its duty to provide this education, and 
we shall be pleased to codperate with 
your banks by supplying, at your -con- 
venience, experienced agents who :will 
supplement their lectures with exhibits 
of large photographic reproductions of 
genuine and counterfeit notes, together 
with.a collection of counterfeit note and 
coin specimens, plates and molds. We 
participated in. approximately 2,000 


such meetings last year, attended by 
more than 160,000 merchants and their 
employees. In a few months we shall 
have available a sound motion picture 
which will be featured in our educa- 
tional talks furthering this program. 
We shall also be pleased to supply 
your banks with an agent qualified to 
give special instructions concerning 
counterfeits to your tellers. Inciden- 
tally, we feel that your tellers should 
know that counterfeits should be re- 
tained by the banks instead of being 
returned to unfortunate depositors, and 
also that the depositors should know 
what action to take whenever they are 
placed on the spot by a passer of coun- 
terfeit money. Your banks will render 
a fine degree of codperation if you will 
notify our nearest office by telephone 
or telegraph, or communicate with lo- 
cal police authorities, whenever a coun- 
terfeit is detected in a customer’s de- 
posit. 


‘“‘When a bank detects a 
counterfeit, the teller making 
the discovery notifies the depos- 
itor. There may be in the 
teller’s voice a tone of regret 
intended to register sympathy. 
Now if that depositor had been 
forewarned by the bank, there 
is a strong probability he would 
not have been deceived by the 

_ bogus note or. coin,’’ suggests 
Mr. Baber in the accompanying _ 
article which formed a portion 
of his recent address before, the 
ABA convention in Seattle. 
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SURVEY 


A condensation of recent studies or reports on various phases of banking, 
finance and economics issued by banks, magazines, advisory services, business 
associations, Government bureaus and other organizations. 


WAR’S FINANCIAL CONSEQUENCES 


The Guaranty Survey, Guaranty Trust Company of New York 


HILE the absence of price weak- 

ness in the security markets im- 

mediately following the outbreak 
of war was contrary to what might 
have been expected in the light of pre- 
vious experience, it was not inconsist- 
ent with the visible realities of the ex- 
isting situation. It had been generally 
assumed that one of the first steps taken 
by belligerent governments would be 
to seize, for purchases of supplies in 
this country and elsewhere, various 
forms of dollar assets held by their 
nationals. The British Government, ap- 
parently in pursuance of this course 
of action, has already prohibited the 
selling of foreign securities without 
government permit, and has required 
the registration of foreign security hold- 
ings with government authorities; and 
a somewhat similar step has been taken 
by France. This policy implies the 
gradual conversion of such assets into 
a liquid form through the sale of se- 
curities and perhaps eventually even 
of physical property. While such con- 
version and use of dollar balances will 
constitute a withdrawal of foreign capi- 
tal, the capital will almost certainly be 
withdrawn, for the most part, not in the 
form of gold but of commodities. To 
the extent that the purchases are made 
in this country, the belligerents will re- 
linquish their existing potential claims 
against our monetary gold stock in ex- 
change for the commodities purchased 
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from us. In so far as the purchases are 
made in other countries, the gold will 
tend to flow to those countries—sub- 
ject, of course, to any control of gold 
movements that may be instituted by 
our monetary authorities. 

As far as any possible foreign de- 
mand for gold is concerned, the United 
States has nothing to fear. Our present 
gold stock is far more than sufficient 
to meet any conceivable call for the 
metal without adverse effects on our 
monetary and credit structure. More- 
over, there is reason to suppose that 
any large-scale gold movement result- 
ing from the war is more likely to 
be toward this country than away 
from it. 

The possible effects on our markets 
of liquidation of foreign security hold- 
ings represent another question, al- 
though it seems highly improbable that 
the consequences will be comparable 
with those of 1914. The volume of such 
holdings is large, as it was at the out- 
break of the World War; but, even be- 
fore the recent restrictions were im- 
posed, it seemed unlikely that foreign 
investors would rush to liquidate their 
investments in the present instance as 
they did in 1914. The effects of se- 
curity liquidation by governments in 
response to war needs, of course, re- 
main to be faced; but such liquidation 
will probably be gradual and orderly, 
as it was during the World War, and 
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its effects on security prices will be 
offset by the demand for American 
commodities. 

Another condition that may help to 
modify any possible disturbance is the 
greater degree of centralized control 


that can be brought to bear under pres- 
ent laws. The Securities and Exchange 
Commission has broad power to im- 
pose regulations with a view to cush- 
ioning the effects of any broad selling 
movement that might appear. 


HOW TO ACHIEVE FULL EMPLOYMENT 
Round Table, Fortune Magazine 


(Note: Following is a condensation of 
portions of the fourth Fortune Round 
Table appearing in the October issue of 
Fortune magazine. This Round Table dis- 
cussion was on the problem, “How Can the 
U. S. Achieve Full Employment?” and par- 
ticipants included leaders among various 
lines of business. Bankers in the group 
included: W. Randolph Burgess, vice-chair- 
man, National City Bank of New York; 
EK. B. MacNaughton, president, First Na- 
tional Bank of Portland, Ore.; and Paul 
Mazur, Lehman Brothers, New York City.) 


HESE men, representing the point of 

view of small businessmen, retailers, 

bankers and professional econo- 
mists, agreed that many specific uneco- 
nomic policies of business, of labor, of 
agriculture, and of government itself 
are responsible for slack employment 
today. 

To remove these obstacles, the report 
recommends that: ; 

1. Business should adopt price and 
wage policies that will increase pur- 
chasing power. 

2. Labor should consider the effect 
of its wage policies upon the volume of 
production. 

3. Agriculture should confront the 
problem of permanent overcapacity and 
pay the same attention to pricing for 
increased volume as industry and labor. 

4. Government, in addition to pre- 
venting abuses, should constantly en- 
courage private investment. 

If given industries utilize their power 
so as unduly to increase prices and fix 
large profit margins, particularly while 
operating plant at only part capacity, 
then the unemployed cannot possibly 
be absorbed by private enterprise. Full 


THE BANKERS MAGAZINE for November, 1939. 


employment can be achieved only if 
American industry displays initiative in 
starting new enterprises and in pass- 
ing on a proper part of the benefits of 
technological progress to the consumer 
in the form of lower prices and to the 
wage earner in the form of higher 
earnings. 

If private enterprise does not distrib- 
ute purchasing power by its price and 
wage policies, then government will 
find it necessary to distribute purchas- 
ing power either through borrowing, 
taxation, or direct economic activity. 

It is just as important for organized 
labor to have well-planned policies for 
the marketing of the services of their 
members as it is for industry to have 
sound price policies. When unions 
look upon themselves as engaged in 
merely fixing prices, they may do a 
poor job of marketing, not only from 
the standpoint of their own members, 
but also from that of the mass of un- 
organized unemployed. For if wage 
rates are increased so as to wipe out 
profits, the employer must reduce the 
number employed. 

In so far as government’s agricul- 
tural policy has aimed at cushioning 
the shock of necessary adjustment, the 
Round Table believes that it is justi- 
fied. On the other hand, there is a 
danger that agricultural payments and 
loans will serve as a deterrent to the 
full utilization of our resources if such 
payments tend to freeze the existing sit- 
uation. 

The degree to which readjustments 
must take place in agriculture depends 
partly on the extent to which national 
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income as a whole can be raised and 
foreign markets recovered. 

Until these major questions are an- 
swered the future of agriculture must 
be uncertain. 

Admittedly many farm prices are 
out of line with industrial prices largely 
because of supply and demand factors. 
But the Round Table believes that in 
the case of commodities for which the 
demand is elastic, agriculture should 
pay the same attention to pricing as 
should industry and labor. 

Particuular criticism is directed against 
the present method of regulating the 
issuance of securities. No one doubts 
the wisdom of protecting the investor 
against fraud, but the question is 
whether the SEC is showing sufficient 
concern over the problem of encourag- 
ing private investment as a means of 
increasing employment. 

Many businessmen also emphasize 
the effect of recent tax policies. The 
tax rate on corporate incomes, which 
roughly doubled between 1929 and 
1936, is a burden on enterprise dis- 
couraging new employment. If the cor- 
porate income tax were reduced and 


the burden shifted on the middle brack- 
ets of the personal income tax it would 
still fall upon essentially the same peo- 
ple, but in,.a way that would not affect 
managerial decisions as at present. 

Recognizing the necessity of regula- 
tion to prevent certain abuses, the 
Round Table believes the time has come 
when regulation and government pol- 
icy generally should be given a new 
orientation. Government should not 
only prevent business abuse, but it 
should also encourage private invest- 
ment and business practices that are 
socially beneficial. 

It is our firm belief that science and 
technology have placed within the reach 
of the American people wealth and 
culture such as no country in history 
has yet experienced, if only the coun- 
try adopts wise policies that will un- 
leash the initiative necessary for eco- 
nomic progress. The adoption of such 
policies depends largely upon the will- 
ingness of individuals and groups to 
subordinate special interests to the gen- 
eral interest and accept the principle 
of mutual interdependence and codper- 
ation. 


WARTIME INFLATION PROSPECTS 


Business Conditions Weekly, Alexander Hamilton Institute 


N 1913, the year prior to the out- 

break of the first World War, the 

national income produced in the 
United States amounted to $38,515.- 
000,000. After a moderate recession 
to $35,819,000,000 in 1914, the national 
income expanded for six consecutive 
years, rising to $96,942,000,000 in 
1920. Thus the inflation engendered 
by the war continued to exert its influ- 
ence for two years after the war ended. 
The national income in 1920 was the 
highest on record, even exceeding that 
of 1929, when the national income 
amounted to $82,691,000,000. While 
the quantity of goods produced in 1920 
was smaller than in 1929, the price 
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level was much higher in 1920 than in 
1929. 

The outcome of the inflationary 
movement during the last World War 
was a severe collapse in 1921, when 
the national income declined to $53,- 
574,000,000. 

The increase in the physical output 
of goods during the last World War 
was a minor factor in the expansion of 
the national income. The expansion 
was due mostly to inflation which 
caused prices to rise to a level 121.2 
per cent above the pre-war level. 

The quantity of goods produced 
showed an increase of only 17.1 per 
cent over the pre-war level, when the 
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volume reached its highest level dur- 
ing the war. Practically all the in- 
crease in the physical output occurred 
before the United States entered the 
war. .After 1917, production showed 
a down ‘ward tendency. Consequently 
the expansion of the national income 
during the three years 1918, 1919, and 
1920 was entirely the result of infla- 
tion. These three years did not rep- 
resent a period of real prosperity, but 
on the contrary a period of decline in 
the standard of living. 

The prospect is that if the current 
war is prolonged, and especially if the 
United States becomes involved, we 
shall experience another period of war- 
time inflation. In 1938, the year prior 
to the outbreak of the current war, the 
national income amounted to $63,993,- 
000,000. If the national income during 
the present war should show the same 
percentage increase as during the last 
war, the national income would rise to 
$158,805,000,000. 

It is not likely, however, that if there 
is nothing more than a credit inflation, 
the national income during the current 
war will reach as high a figure as that 


indicated by the experience during the 
last war. Because of heavy debts in 
existence at the present time, credit 
inflation is limited. The possibility of 
a’ breakdown in credit should not be 
overlooked, however, in view of the ex- 
istence of the present heavy debt. In 
such a case, the prospect is that the 
country’ would resort to the use of pa- 
per money, and under such circum- 
stances we might experience even more 
inflation than we had during the last 
World War. 

Under any circumstances, the war is 
not going to provide a satisfactory 
means of escape from the unfavorable 
conditions which have been more or 
less prevalent since 1929. Inflation is 
not going to produce at first more than 
a moderate prosperity in the United 
States, and it may result eventually in 
a reduction in .the standard of living, 
especially if the United States becomes 
involved in :the war. Furthermore, 
when the war comes to an end, we shall 
experience a collapse of the inflation- 
ary bubble and another long period of 
difficulties which are created by de- 
flation. 


FISCAL POSITION CHANGES SINCE 1914 


From a Study Made by the Division of Industrial Economics, National Industrial 
Conference Board, New York City 


ITH tax collections already at the 
highest level in the nation’s his- 
tory, the Federal Government 
would find it far more difficult to 
finance a new war emergency than it 
did a quarter of a century ago. 
Practically all the tax expedients re- 
sorted to during the World War period 
have already been revived in recent 
years, new forms of taxation have been 
devised to finance one or another of the 
programs to achieve economic recovery 
or social security, and important new 
sources of revenue would be hard, if 
not impossible, to find. 
The most striking feature of the fis- 


cal position of the Federal Government 
in 1914 was the nation’s large unused 
reserve of taxpaying power. For 1913 
the ratio of all tax collections to na- 
tional income was 7 per cent. Federal 
tax collections, of which one-half came 
from customs duties, were very light, 
amounting to only a little more than 2 
per cent of national income. 

In 1939 we are by contrast a heavily 
taxed nation. The ratio of Federal, 
state and local tax collections*to na- 
tional income is éstimated at 22.4 per 
cent for 1938. For Federal taxes alone 
the ratio was 9.5 per cent. 

Further comparison shows that the 
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Federal interest-bearing debt in 1913 
amounted to $996,000,000, while on 
June 30, 1939, it was $39,886,000,000. 
The single item of interest payments on 
the national debt since 1934 has ex- 
ceeded total Federal expenditures prior 
to the fiscal year 1915. 

As a result, the costs imposed by 
the war of 1914-1918, and the obliga- 
tions assumed by government during 
the last seven years, together with a 
changing concept of the role of gov- 
ernment, have meant the elimination 
of much of the reserve of taxpaying 
power we enjoyed in 1914. 

Even under wartime conditions the 
Federal tax system never attained as 
high a level of productivity as in the 
fiscal year 1938, when collections 
reached a peak of $5,936,000,000. Av- 
erage Federal tax collections for the 
three years 1937, 1938, and 1939 were 
$5,460,000,000. In 1919, 1920, and 
1921, when wartime taxation was at its 


peak, the average yield was only $5,- 
044,000,000. 

The comparison is even more strik- 
ing when state and local taxes are also 
taken into account. State and local 
taxes amounted to $2,965,000,000 for 
1919 and $3,933,000,000 for 1921. By 
contrast, state and local taxes for 1937 
amounted to $7,444,000,000, and for 
1938 they are estimated at $8,064,000,- 
000. Total taxes—Federal, state and 
local—were $12,473,000,000 for 1937 
and are estimated at $14,000,000,000 
for 1938. For 1919 and 1921, total 
taxes were $7,465,000,000 and $8,838.- 
000,000 respectively. 

The obvious conclusion to be drawn 
from these data is that in the event of 
a serious emergency requiring addi- 
tional tax levies, they would have to be 
superimposed on a tax system that rep- 
resents a heavier burden than was im- 
posed at any time in the World War. 


WAR INFLUENCE ON INVESTORS 


Monthly Report, The National City Bank of New York 


ITH the outbreak of war the atti- 
tude of investors has changed ab- 
ruptly. Even before hostilities 
commenced, the growing apprehension 
had been reflected in pressure upon 
high-grade bond prices. This rapidly 
increased after the fighting started. 
Prices of Government bonds experi- 
enced the sharpest decline since 1931, 
when the departure of Great Britain 
from the gold standard precipitated 
heavy foreign gold withdrawals from 
this country, with severe deflationary 
consequences to the credit structure. 
By the end of September, prices of 
long-term Treasury issues were down 
to about where they were after the set- 
back in early 1937, and the average 
yield on the market values had risen 
over 14 of 1 per cent. 
Naturally these developments have 
raised a question as to the future of 
interest rates. Investors are wondering 
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whether we may not have passed the 
low point of the long downward cycle 
and are not now entering upon a new 
phase of advancing rates. 

In considering the above question it 
should be recognized at once that the 
decline that has taken place in bond 
prices, with accompanying rise in 
yields, is not the result of any change 
to date in basic money conditions. The 
huge surplus of money market funds, 
which has been the principal cause of 
low interest rates, has not diminished. 
On the contrary, it has risen higher 
than ever before. Thus at the end of 
September the excess reserves of mem- 
ber banks stood at an all-time peak of 
$5,330,000,000, an increase of over 
$500,000,000 for September alone and 
of $1,000,000,000 since last summer 
when the bond market reached its top. 

The causes of this great increase in 
available funds were mainly twofold: 
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(1) the continuing inflow of gold, and 
(2) the action by the Reserve banks in 
adding $380,000,000 net to their gov- 
ernment security portfolio in Septem- 
ber. 

From the figures it seems clear that 
what has taken place in the bond mar- 


ket has been largely a change of psy- 
chology. Investors, in other words, are 
no longer acting upon the known con- 
ditions of the present, but rather upon 
their expectations of conditions in the 
future. It remains to be seen whether 
these expectations will prove correct. 


THE BUSINESS OUTLOOK 


Selected 


The Cleveland Trust Company 
Business Bulletin 


Two factors make it impossible to 
reach as yet confident judgments about 
the probable effects of the European 
war on American business. One of 
them is that we have no way to esti- 
mate how long hostilities may last. The 
contest so far between the Allies and 
Germany has been a war of watchful 
waiting and tortuous talking. The par- 
ticipants on both sides have been keep- 
ing open the doors which might admit 
acceptable overtures for peace, and 
both sides have carefully refrained from 
any act which might commit them to 
a fight to the finish. While that situ- 
ation continues it remains impossible 
to gauge the probable effects so far as 
we are concerned. 

The second factor preventing judg- 
ments about the probable effects of the 
war is that we have as yet no real 
knowledge concerning the nature of the 
contest. Up to this time it has been 
mainly a war of blockade and propa- 
ganda. It might continue that way for 
a long time if England and France 
should be confident that they could 
win by persistent economic strangula- 
tion, and if Germany should be con- 
vinced that with the friendly codpera- 
tion of Russia she could indefinitely 
withstand such a siege. 

Our orders from abroad would not 
be great in volume if the warring na- 
tions should settle down to a long- 
drawn-out contest of economic blockade 
on the one side, and of largely passive 


resistance on the other. The most im- 
portant fact about the probable effects 
of the war on American business is that 
they are likely to be meager unless and 
until the nature of the warfare changes. 
Stalemated trench fighting would pro- 
duce large orders, and so would open 
field operations, but economic block- 
ades are quite unlikely to do it. 

Our recent increases in employment, 
in railroad freight, and in the volume 
of industrial production have come 
rather because war orders were confi- 
dently expected than because many im- 
portant orders have actually been re- 
ceived. The goods and commodities in- 
volved have gone in the main into a 
hurried building up of inventories. If 
recovery is to continue they must now 
pass along into the filling of demands 
arising directly or indirectly from the 
stimulation of war orders, or they must 
be used up here by businesses that are 
making profits which do not depend on 
the tribulations of Europe. 


LaSalle Extension University 
Business Bulletin 


Although rising prices are the most 
common characteristic of all war pe- 
riods, several forces are operating now 
to slow down the usual trend. Govern- 
mental policies everywhere are directed 
against any upward movement that will 
raise the cost of living and the ex- 
penses of conducting the war. Rigid 
controls which include both prices and 
production are more powerful than they 
have been at any time in the past an& 
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will, undoubtedly, have an effect upon 
what takes place. 

Price rises will tend to be held down 
because of large supplies and large pro- 
ductive capacity in most lines. -The 
world supply of wheat this year, for 
example, is the highest on record. 
Europe is less dependent on the outside 
for wheat than in 1914 because produc- 
tion there has been increased greatly 
since that time. Canada now grows 
wheat on 26,000,000 acres, as compared 
with 10,000,000 acres in 1914. The 
United States Department of Commerce 
index showing world stocks of seven 
essential commodities is now at 182, as 
compared with the 1923-25 level of 
100; and it is, of course, much higher 
than that above the 1914 level. 


Bank of America 
Business Review 


Of major significance to Western 
business is the revival of the West 
Coast’s long dormant shipbuilding in- 
dustry. Since inauguration of the U. S. 
Maritime Commission’s program for 
the construction of 500 merchant ships 
over a ten-year period, Pacific Coast 
shipyards so far have secured contracts 
for twenty-three vessels with an esti- 
mated value of $50,000,000. It is ex- 
pected that Western heavy industries 
will benefit materially from this pro- 
gram, with corresponding stimulation 
of employment and retail and whole- 
sale trade. 


Alexander Hamilton Institute 
Business Conditions Weekly 


Conditions at the present time are not 
conducive to as great an expansion in 
the export trade of the United States 
as they were in 1914, according to the 
Alexander Hamilton Institute. It is ap- 
parent that foreign countries are not 
now in as good a position to raise funds 
to finance purchases of American goods 
as they were in 1914, 

In the first place, the United States 
is suffe¥ing from. an economic depres- 
sion, and its, demand for foreign goods 
is: considerably below the capacity of 
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foreign countries to supply these goods 
even during a war. This indicates that 
a rise in the prices of imported goods 
will be retarded, with the result that 
funds obtained by foreign countries 
from higher prices will be smaller than 
during the last war. In this connec- 
tion, the Rubber Manufacturers Asso- 
ciation has recently stated that all of 
the rubber required in consuming coun- 
tries can be supplied at reasonable 
prices throughout the present European 
war. Rubber is one of the largest items 
in the import trade of the United States. 
In the second place, many foreign 
countries are not in a position to bor- 
row from the United States. The John- 
son Act passed by the United States 
in 1934 prohibits loans to any country 
which is in default to the United States 
Government. Even if the Johnson Act 
should be repealed, and that does not 
seem likely at the present time, it is 
questionable whether foreign countries 
will be able to borrow in the United 
States because their credit is not good 
in view of their failure to repay money 
borrowed during the last war. 


In the third place, foreign invest- 
ments in this country apparently are 
smaller than in 1914. The Department 
of Commerce estimates that British and 
French assets in this country are some- 
what less than two-thirds as large as 
in the years preceding the last World 
War. Consequently, these countries are 
not in as good a position to obtain 
funds from this source as they were in 
1914, 

In the fourth place, the prospect is 
that the amount of gold which will be 
shipped to the United States for the 
purpose of financing foreign purchases 
of American goods will not be sufl- 
ciently in excess of the amount shipped 
during the last war to offset to more 
than a slight degree the prospective re- 
duction in foreign funds available from 
other sources. 

In the fifth place, the United States 
will apparently meet with more compe- 
tition from other countries than during 
the last war in the export of various 
commodities. For instance, Canada, 
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Australia and Argentina are in a posi- 
tion to export a much greater amount 
of wheat than in 1914. In the case of 
cotton, a considerably larger supply is 
available from sources other than the 
United States, especially since foreign 
production has been greatly stimulated 
in recent years as the result of Gov- 
ernment price-fixing in the United 
States. 

In the sixth place, war buying has 
already been a considerable factor for 
some time in the export trade of the 
United States as the result of Europe’s 
huge rearmament programs in prepara- 
tion for war. Consequently, only part 
of future buying on account of war 
will represent an addition to America’s 
export trade. 


The prospect is that the present 
European war will have a less stimu- 
lating effect on the export trade of the 
United States, and consequently on do- 
mestic business in this country, than the 
last war had. Consumption in the 
United States at the present time is at 
a relatively low level due to maladjust- 
ment of economic factors, and the pres- 
ent capacity to produce is not only suf- 
ficient to meet the domestic demand, 
but also to take care of a considerable 
expansion in the foreign demand. This 
means that the United States can fur- 
nish foreign countries with a large 
quantity of goods without an increase 
in prices. Consequently, the outlook 
is that any price rise in this country 
will be retarded and will not go to the 
extremes which it did during the last 
World War. Even if exports should 
be as large as they were during the last 
World War, they would represent a 
smaller proportion of the total national 
output of goods in the United States, 
since this country’s national output is 
much larger now than it was then. 


The prospective failure of exports to 
show as great an expansion now as dur- 
ing the last World War is based on the 
assumption that the United States will 
remain neutral. If the United States 
should enter the war, and this is a pos- 
sibility, especially if the war should 
be prolonged, pronounced inflation 
would probably be the outcome. 
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Bd 
‘Can BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
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broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


BANKERS PUBLISHING CO. 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of t 
“Bank Accounting and Audit Control” by 
James E. Potts. At the end of 5 days I 
will either remit $4 or return the book. 
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Address 
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VIEWS 


Recent speeches given before national, regional or state groups—digested or 


excerpted for your convenience. 
§ 


PERSONAL LOAN ANALYSIS 


By Kenton R. Cravens 
Vice-President, The Cleveland Trust Company, Cleveland, O. 


O discover what kind of people and 

what kinds of purposes are served, 

the Cleveland Trust Company has 
made a thorough analysis of 10,000 
loans and finds that for each hundred 
borrowers, twenty-four are skilled and 
unskilled industrial workers; six are 
Government, state or municipal em- 
ployees; eleven are salesmen; sixteen 
are office workers; eight are doctors, 
dentists or technicians; fifteen are self- 
employed or proprietors; four are mo- 
tormen, conductors or bus drivers; 
eleven work in a supervisory capacity; 
three are executives, and two are of a 
miscellaneous classification. 

The purpose of the loans is likewise 
noteworthy, as they cover almost every 
legitimate daily need. Fifty-two per 
cent borrow money to consolidate bills 
and other loans, 9 per cent for medical 
exigencies, 10 per cent for business rea- 
sons, 10 per cent for taxes and insur- 
ance, 2 per cent for education, 2 per 
cent for vacations or advancement, 5 


per cent for major household equip- 
ment, 4 per cent for furniture and cloth- 
ing, and 6 per cent for miscellaneous 
reasons, including the opening of sav- 
ings accounts requiring regular de- 
posits. 

The ages that occur most frequently 
among borrowers are 34, 38, 39, 42 
and 43. The average age of all bor- 
rowers is 39 years and 2 months. 

The average size of the loans granted 
is $308, but in analyzing 10,000 loans 
it was found that 44 per cent of them 
range from $100 to $200, 22 per cent 
from $200 to $300, 15 per cent from 
$300 to $400, and 12 per cent for ap- 
proximately $500. The remaining 7 per 
cent is divided into loans of $1,000 and 
over. Some are for amounts of $5,000 
and up. 

The salary classification that appears 
most frequently is from $175 to $250 
a month, although 314 per cent of all 
the loans made are granted to a group 
whose salary exceeds $600 monthly. 


STATE BANKS MAINTAIN POSITION 
By R. N. Sims 


Secretary-Treasurer, National Association of Supervisors of State Banks 


N June 30, 1939, in round num- 
bers, the capital, surplus and un- 
divided profits of the state banks 
were $4,474,152,997, and of the na- 
tional banks $3,186,177,000, showing 
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the capital resources of state banks to 
be 40 per cent in excess of the national 
banks. 

The deposits of the state banks were 
$35,006,997,410, and of the national 
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banks $29,469,469,000, showing the de- 
posits of the state banks 19 per cent in 
excess of the national banks. 

The total resources of the state banks 
were $40,454,162,170, and the national 
banks $33,180,578,000, showing the re- 
sources of the state banks 22 per cent 
in excess of the national banks. 

Total resources of all member Fed- 
eral Reserve banks on June 30, 1939, 
were $51,969,578,000. Total resources 
of the 5,209 national banks were $33,- 
130,578,000, or approximately 64 per 
cent of total; an average of $6,369,855 
per bank. Total resources of the 1,127 
state member banks were $18,789,000,- 
000, or approximately 36 per cent of 
total; an average of $16,671,694 per 
bank. 

All of the above figures show our 
banks to be in a strong position, and 
they also emphasize the important part 


which the state banking institutions 
play in our great Federal Reserve Sys- 
tem through their voluntary member- 
ship. 

Twenty-one years ago, when my first 
report in its present form was issued, 
the total resources of our state banks 
were 25 per cent in excess of those of 
the national banks, and today the total 
resources of the state banks are 22 per 
cent in excess of the national banks, 
showing that the state banks have main- 
tained their position despite unfair 
criticisms which some have leveled 
against them. This is significant and 
testifies both to the need of the state 
banks in our financial system and to 
their place in the hearts of the Ameri- 
can people.—From a statement before 
the National Association of Supervisors 
of State Banks convention, Salt Lake 
City. 


THE FOREIGN TRADE OUTLOOK 
By W. F. Gepuart 


President, Bankers Association for Foreign Trade, and vice-president, 
First National Bank, St. Louis, Mo. 


OR the immediate future I can see 

little in the situation which is 

basically encouraging for interna- 
tional trade. I find little consolation 
in the fact that our trade with Latin 
America will probably increase some- 
what in that we will replace some 
European supplies of these markets. It 
is, however, easy to overemphasize what 
the increase in this volume of trade 
may be. For, in the first place, the 
financial situation in some of these 
countries is none too strong for this 
purpose, and in the second place, the 
standard of living in some of these na- 
tions is not very high, and the density 
of population as a whole is not very 
great. 

It would seem the most important 
thing for us to do if we wish to secure 
and retain a greater volume of this 
Latin-American trade is to increase our 
imports from these countries in order 
that these people may have the where- 
withal to pay for our exports to them. 
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Nevertheless, over the longer period, 
I am not in the least pessimistic about 
the future volume of international 
trade. International trade is the most 
important example of the principle of 
the division of labor. It is fundamen- 
tal as an economic principle in world 
economics. 

Regardless of how strong the spirit 
of nationalism is, or to what heights it 
may rise in practice in nations trying 
to become self-sufficient, and regardless 
of how powerful a dictator may become 
under this nationalistic system, all this 
cannot nullify the fact that nature has 
endowed countries with differences in 
climate, soil, and other natural re- 
sources which give them ipso facto an 
advantage over other countries in the 
production of certain commodities. In 
addition, there is the fact that through 
many years, certain nations have de- 
veloped skilled labor and efficient busi- 
ness organization which also equally 
contributes to differences in cost of 
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production and supplies a basis for in- 
ternational trading. There are, thus, 
-both the natural: and human factors 
which make differences in costs of 
producing goods, and therefore a 
natural normal basis for international 
trading. 

When wars are over, when surging 
nationalism has subsided, when. peace 
has come and makes possible calm 
thinking, then the leaders in all nations 
desiring, as they do, the highest pos- 


HE division of duties among indi- 
viduals in key points and certainty 
that their responsibilities are well 

defined will offer these men new fields 

to explore and latitude in thinking and 
working out improvements within the 
authority granted to them. Consider 


the advantage an officer or employee ~ 


has who understands what is expected 
of him, in contrast with the confusion 
that can exist when he does not know 
with reasonable certainty the extent or 
limits of his responsibility. Under the 
latter system it can be expected that 
advancements and needed changes will 
fall by the wayside for the lack of some- 
one to concentrate on proposals and 
see them through. 

There is no better method to develop 
subordinates than to give them respon- 
sibilities. On the other hand, if the 
management is to guide the destiny of 
the bank, it must have the proper con- 
trol over all functions and be fully ap- 
prised of the operations in each divi- 
sion. Important matters must be re- 
ferred for consideration, and time is re- 
quired for these conferences and re- 
views. Officers and subordinates must 


be instructed how to differentiate be- 
tween the essential and the non-essen- 
tial, thus enabling the management to 
keep in touch with the operation with- 
out resorting to the analysis of count- 
less details. 








DUTY AND RESPONSIBILITY DELEGATION 
By J. J. Garp 


Vice-President, United States National Bank, Portland, Ore. 
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sible standard of living for their peo- 
ples, will realize that nothing can con- 
tribute so. much to this end as the ‘free 
flow of goods into international trade. 
When that day has come, whether it be 
five or ten years from now, we will see 
a per capita volume of international 
trade exceeding that of any that has 
ever prevailed in the history of the 
world,—From a statement before the 
National Foreign Trade Council con- 
vention, New York City. 


I feel that the foregoing principles 
apply to every organization, large or 
small, and if practiced will clearly dis- 
close the objectives and will filter down 
through the ranks and instill confidence 
and understanding. 

A large city bank should give thought 
io the chart system of operation, which 
discloses, along engineering lines, the 
divisions and major departments, such 
as loans, investments, commercial, sav- 
ings, internal operations, audit, etc., 
and the executive head or heads of each. 
There would be departments within 
these divisions; for example, under 
loans there might appear: commercial 
loans, real estate mortgages, installment 
and finance paper, credit department 
and controls. Under internal opera- 
tions there would be the multitude of 
departments functioning for the entire 
bank, the number of such divisions and 
departments necessarily depending on 
the size of the bank. A department 
should not be created unless it is re- 
quired, and the work cannot be per- 
formed by one individual or assumed 
by another department. It is just as 
inefficient and costly to create too many 
departments as it is to underdepartmen- 
talize the bank. In creating an organi- 
zation, it makes no difference if the 
duties assigned are performed by one 
individual or by a group or a depart- 
ment. The theory is just the same, and 










it can be carried out in most any size 
bank. In some cases the functions in the 
main might be restricted to loans, in- 
vestments, and operations. Nevertheless, 
the management must decide upon as- 
signments in the same way as a large 
city bank. 

During my experience in examining 
hanks I frequently made the observa- 
tion, and it was apparent, that the off- 
cers were directing their energies far 
too much toward details, and the more 
important matters were neglected. In 
others, the details were lost sight of be- 
cause no one was delegated to look 
after them. There were still others 
where the officer tried to cover the ex- 
ccutive duties and a large share of the 
clerical activities, such as tending the 
note cage, resulting usually in loose 
operation. All this is needless if the 
organization as a whole is set up to 
produce the best results for the bank. 
Teamwork is the desirable feature, and 
the goal we should strive for is the 
maximum service as is practical from 
the entire staff. 

For example, someone in your bank 
might be delegated to keep the credit 
files in current condition and to see 
that proper analyses are made of new 
statements. Often one officer or em- 
ployee is assigned to oversee the daily 
operations and systems; he performs 
much the same as the operating head 
of a very large bank. One may be 


interested in auditing and could be 
utilized in making periodical checks 
for the management, provided his other 
duties did not conflict. You may have 
a bright and energetic employe who is 
qualified to call on your customers in 
the interest of business development. 
A part of his time might be devoted to 
this enterprise. There are numerous 
other ways to distribute the various 
functions and duties so that all have 
the attention that is essential if the bank 
is to be termed “well managed.” 

In a recent article, H. N. Stronck, a 
technical advisor to banks, in sum- 
marizing arguments in favor of the de- 
velopment of an organization with 
proper controls, said, among other 
things, that it proved an “aid in the 
determination of sound policies and 
detecting and eliminating unsound 
ones,” and tended to “foster the de- 
velopment of a well co-ordinated, ener- 
getic, co-operative, loyal and _ self- 
perpetuating organization.” That the 
foregoing system will prove of the 
greatest benefit to the board and the 
executive head in skillfully carrying 
out established policies and practices 
to the finest degree, there can be no 
question. Our bank for a number of 
years has adhered to the chart system, 
and we have found this method to be 
of distinct advantage in distributing 
duties to the various desks.—From an 
address before the ABA convention, 
Seattle. 


CENTRALIZED SUPERVISION DANGEROUS 


By WituiaM R. WHITE 


Chairman, Executive Committee, National Association of Supervisors of State Banks 


E know from experience that the 

fact a bank is subject to exami- 

nation by more than one agency 
does not necessarily result in confusion 
or conflicting supervisory measures. On 
the contrary, I believe that many, bank- 
ers feel that the advantage to be gained 
from two independent expressions of 
opinion with respect to their institu- 
tions usually outweighs any disad- 
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vantage which may occasionally result. 

The argument that all supervisory 
power should be consolidated in the 
interest of efficiency carries a subtle 
appeal to those who are unfamiliar 
with the history and functioning of our 
banking system. It is probably true 
that centralization in any branch of 
government makes for efficiency for 
some purposes. The question which 
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the public of this country must decide 
is whether efficiency gained at the cost 
of surrendering safeguards against ab- 
solute rule is worth the price. If today 
we were to consolidate into one agency 
all the powers possessed by the various 
bank supervisory authorities now in 
existence, we would have gone a long 
way toward creating a dictatorship over 


the banking and monetary system of 
this country. Such centralization is 
not only unnecessary but highly dan- 
gerous to the continued existence of 
both our banking system and our 
American form of government.—from 
an address at the National Association 
of Supervisors of State Banks conven- 
tion, Salt Lake City. 


LOWER COSTS BY INCREASING EFFICIENCY 


By J. L. Dart 
Vice-President, Florida National Bank, Jacksonville, Florida 


OES the work flow through your 

bank in an efficient and speedy 

manner or do you find bottle 
necks and traffic jams that impede its 
progress and movement? For the 
maintenance of proper safeguards and 
records an item in passing through the 
bank must be handled by several per- 
sons or departments and if its progress 
is impeded at any point operating effi- 
ciency is lacking and expenses begin to 
pyramid. It is, I know, frequently dif- 
ficult to keep every one busy at all 
times but the inauguration of systems 
that permit an even flow of transactions 
through the bank is an excellent way 
to reduce operating costs. This not 
only frequently results in reduced per- 
sonnel but also allows a fuller utiliza- 
tion of your equipment. 

If you will pardon personal ref- 
erence, I will cite two instances in my 
own bank where thinking along this 
line has resulted in improving efficiency 
and lowering operating costs. In the 
early hours of our banking day our 
transit department is ‘concerned with 
the proving in and distribution of the 
incoming cash letters sent us by our 
correspondent accounts. This must be 
accomplished by 10:30 in order to 
make sure all local items thus received 
enter our clearings of that day. A 
very small volume of deposits are re- 
ceived over our counters until noon, 
and from that hour until closing time 
such transactions are quite numerous. 
A sizable crew is necessary to keep this 
work flowing to the bookkeepers and 
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other departments, and after this is 
accomplished we are concerned with 
the dispatching of foreign items so re- 
ceived to our correspondents for credit 
or remittance. It has been found pos- 
sible to co-ordinate these functions and 
to make full use of the personnel and 
equipment necessary by the following 
procedure: The entire transit and proof 
departments, during the first two hours 
of the day, concentrate on first proving 
in the cash letters received from our 
correspondent banks. A small crew 
then takes up the function of the proof 
department, proving and distributing 
the small volume of deposits that have 
been received by this time, while the 
letters to our correspondents for credit 
and remittance, effecting a balance of 
them against the figures used in proving 
them in a short time previously. This 
means that by lunch time all cash let- 
ters have been proved in and all for- 
eign items received therein written up 
on our outgoing cash letter forms and 
proved. Upon returning from lunch 
the entire force centers its efforts to 
the proving and distributing of cus- 
tomers’ deposits, and then, leaving a 
skeleton force to balance the proof de- 
partment and prepare the local items 
on other banks for clearing the follow- 
ing day, the remainder of these clerks 
complete the outgoing cash letters with 
the foreign items received over the 
counter by either adding them to the 
letters prepared during the forenoon, 
made up of items received from our 
correspondent banks, or by writing up- 
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additional ones. This, as I said, en- 
ables us to make the fullest use of both 
personnel and equipment. 

Another procedure that has resulted 
in saving considerable time, in addition 
to permitting us to reduce the person- 
nel of one department, has to do with 
the analysis of our correspondent ac- 
counts. Formerly our analysis depart- 
ment obtained float figures and exchange 
costs, used in analyzing our bank ac- 
counts, the day following the receipt 
of the cash letters, not from the items 
but from the cash letters. This meant 
that on the day they were received a 
certain separation was made of them 
for distribution to the various racks 
and departments, and they were of 
course listed for proof purposes. Then 
the following day the analysis depart- 
ment employees took the cash letters 
and from the description thereon cal- 
culated the float and exchange cost on 
the non-par items. This virtually meant 
that in the entire process these checks 
were being handled twice. By separat- 
ing these items in the transit depart- 
ment for proof purposes according to 


the outstanding time necessary to effect 
their collection and in conformity with 
our method of clearing them through 
our correspondents, we have obviated 
the necessity of our analysis depart- 
ment’s calculating the float or exchange, 
since this information is now obtained 
as a by-product of the proof operation 
and the figures showing outstanding 
time and non-par items are noted on 
the back of the incoming letter when 
they are proved in. 

I am quite aware that there is noth- 
ing unusual about these procedures and 
am also aware that many of you pos- 
sibly are doing the same thing, but I 
mention them solely for the reason that. 
they do represent definite ways in 
which expenses can be reduced and 
controlled and the efficiency of routine 
operations increased. I also mention 
them in the hope that they might cause 
you to think about some operation in 
your bank, with the result that some 
ideas may suggest themselves and your 
expense account benefit accordingly.— 
from an address before the American 
Bankers Association convention, Seattle. 


HIGHER PEACE-TIME PROFITS TAXES NOT JUSTIFIED 


By Henry H. HEmMANnn 
Executive Manager, National Association of Credit Men, New York City 


HE real feeling of business to- 

wards war profits has awakened in 

the average consumer a realization 
that the great majority of business men 
are no different than others and do not 
wish to realize profits based upon war 
and the suffering and privation it 
brings. Business men know that in 
the end such gains react so severely 
in all directions that they would prefer 
to have no part of them. 

Closely allied to war profits, how- 
ever, is something that does deserve 
serious consideration. The profits of 
industry in the past 10 years have been 
subnormal. Our industry, our standard 
of living could not have been built up 
if the return on industrial investment 
had been no greater than that which has 
been current in the past decade. BBil- 
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lions of dollars have been paid out of 
the surplus accounts of industries dur- 
ing the depression years. 

There has been a great deal of talk 
in some places about unusual profits. 
While a flat charge has not been made 
that business is engaged in war prof- 
iteering, there is a clear implication 
that the situation abroad will bring to 
business men a considerably increased 
profit. It will, no doubt, increase pro- 
fits but this will be the kind of rise 
business cannot escape rather than one 
actively sought. 

Because of this, many suspeet that 
the groundwork may be laid for a so- 
called excess profits tax. This would 
seek to tax away unusual earnings by 
business. Were we in war, it would 
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be hard to defend any policy giving a 
free hand to business in the matter of 
earnings. 

Business men, generally, recognize 
that if we are engaged in war in the 
future, profit will be largely recap- 
tured so that excessive war earnings, 
like service at the front, will be placed 
on a patriotic rather than a compensa- 
tory basis. Some business men may 
not like this but none can argue against 
its fairness and only an unimaginative 
business man denies its inevitability in 
case of conflict. 

But that differs materially from any 
plan to recapture profits before we are 
engaged in a conflict. We may well 
ask, what are normal profits? Cer- 
tainly, the answer could not be the 
average earnings of the past few years. 
Business would stagnate under these 
earnings. Since business has paid out bil- 
lions of dollars from surplus in the de- 
pression years, is it not sound and con- 
structive that, if earnings are bettered, 
business should retain the benefit. 


Business must rebuild its surplus 
account for there are other storms com- 
ing in the future. Business could not 
pull through a depression period with 
an empty granary. Its granary is now 
sadly depleted and it is only logical 
that it be allowed to store something 
for the inevitable day of trial. 

This implies that business should not 
be penalized with an excess profits tax 
that will prevent it from building the 
financial bulwark necessary to with- 
stand the economic shocks which are 
certain to rise in any war _ period, 
whether or not this nation is successfu! 
in its determination to stay out of the 
war. The war clouds have, in fact, 
thrown a shadow over the increasingly 
clear recogition that had been develop- 
ing about the necessity of a full re- 
consideration of our tax situation and 
its relationship to government needs 
as well as its effect on business activity. 
—From The Monthly Review of Busi- 
ness, National Association of Credit 


Men, New York City. 


ESTABLISH NEW RECORDS! 
By Ropert M. Hanes 


President, American Bankers Association 


HE interests of the depositors and 
of the borrowers are not incom- 
patible when economic sanity pre- 


vails. But even in times of prosperity 
banks cannot be sound unless bankers 
know their banks and how to run them. 
American banking has had a long and 
honorable record. Individuals have 
made mistakes during the past 120 
years of which we are all ashamed. 
Banking like government is founded in 
law and served by men—neither is 
divine, both have erred. Government 
as an institution is not to be blamed if 
some of its servants prove weak, in- 
efficient, or dishonest; neither is bank- 
ing. Government and banking, on the 
other hand, are constantly trying to 
improve their services’ and raise the 
standards of their officeholders and 
personnel. 

No business in America has a finer 
record in educational effort than has 


banking. But we cannot be content 
with our records; we must establish 
new ones.— from an address at the 
American Bankers Association - con- 
vention, Seattle. 


-<e 


Untess bankers develop a proper tech- 
nique to handle longer term loans some 
other agency will. It may be a repe- 
tition of the experience with consumer 
loans, or it may be that some Govern- 
ment agency, unfortunately susceptible 
to the influence of expediency, will un- 
dertake this banking function. How- 
ever, there is another way we may g0 
from here. Bankers may elect to un- 
dertake the sound development of this 
type of credit or they may lose it. Ap- 
parently the choice is still with the 
banker.—Alexander Wall, Secretary- 
Treasurer, Robert Morris Associates, 


Philadelphia. 
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ADVERTISING and 
PUBLIC RELATIONS 


Recent developments in bank advertising and public relations work 


Award to Cleveland Trust 


In a review of the advertising of sev- 
eral hundred banking institutions of 
the country, the Cleveland Trust Com- 
pany was named winner of the “Soc- 
rates High Award of the Year” for con- 
sistently effective advertising. 

This “Socrates High Award” is made 
annually by Bank Ad-Views, a monthly 
review of national bank advertising 
with a wide circulation among bankers 
aud other financial men. To make the 
award, Bank Ad-Views selected a group 
of the foremost advertising executives 
in the United States. 

The Cleveland Trust Company was 
adjudged best because its advertising is 
outstanding, in the opinion of the 
judges, primarily for its ability to re- 
flect the bank’s policies and at the same 
time promote specific banking service; 
because its advertising is tailor-made 
to fit the specific class of customer each 
campaign aims to attract; and in the 
final analysis, its advertising excels be- 
cause it maintains a steadfast program 
that never lowers its standards and thus 
is in the best tradition of bank pub- 
licity. 

With the award, tribute was paid 
the ability demonstrated by I. I. Sper- 
ling, assistant vice-president of the 
Cleveland Trust Company in charge 
of advertising; to Meldrum and Few- 
smith, Inc., the trust company’s adver- 
tising counselors, and to Clifford Kroe- 
ning, account executive. 


Educational Purpose Loans 


“Personal Loans for Educational 
Purposes” is the caption of a First Na- 
tional Bank in St. Louis advertisement 


calling attention to their personal loan 
service. With an illustration of a 
father watching his son and visualizing 
a college campus, copy reads: 

“Perhaps you can yet make his dream 
—and yours—come true. One of the 
many useful purposes for which we 
make personal loans is for educational 
fees and expenses. The rates are rea- 
sonable, and repayment may be made 
in convenient monthly installments. If 
entering your son or daughter in col- 
lege is dependent upon your obtaining 
additional funds, investigate our bank 
loan plan.” 


‘““EYE-CATCHERS”’ 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


Headlines of History 
—Not Hysteria 


—State-Planters Bank and Trust 
Company, Richmond, Va. 


A Bank Is More Than 
An Adding Machine 


—Bank of the Manhattan Com- 
pany, New York City. 


Delivering the Mail 
Safely for 50 Years 


—First National Bank, Mount 
Vernon, New York. 


Keep Out of War 


—The Central National Bank 
and The Central Trust Com- 
pany, Topeka, Kan. 
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tials into finished products through 


processes. 

We are now making loens for 
various purposes to many manufac- 
turers and others engaged in pro- 
ductive enterprises. 
from such concerns, and also from 
others—large or small-which we 
may not be serving at this time. 


FIRST NATIONAL BANK 


IN ST. LOUIS 
Broodway - Locst - Olive 


QQ Atmeee FEDERAL DEPOSIT IMsuaaNCcE CORPORATION 7 
\ 
y, 


One of a series expressing readiness 

to lend, this First National Bank in 

St. Louis ad stresses seasonal produc- 

tion loans in simple but effective 
manner. 


Statement Advertising 


An effective use of space often wasted 
on a bank’s statement of condition is 
achieved by the State Street Trust Com- 
pany, Boston, Mass. An interesting re- 
production of the triumphal arch 
erected during the visit of President 
George Washington to Boston in Octo- 
ber, 1789, lends warmth to the front 
cover of the statement, while the back 
cover carries an advertising message 
carefully designed to appeal to the type 
of person who peruses a bank’s state- 
ment of condition. Copy reads: 

“Successful executives do not become 
involved in detail. They have learned 
to delegate such duties to others. They 
concentrate on broad matters which 
need their individual attention. 

“Such an executive can apply these 
same principles to his personal affairs. 
By using our Agency Service, he can 
free his mind of investment cares, re- 
lieve himself of the details of cutting 
coupons, collecting income, watching 
for called bonds, stock rights or conver- 
sion privileges. He can delegate full 
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or partial responsibility of managing 
his investments to us, under a flexible 
arrangement, easily put into operation, 
or terminated, made in accordance with 
his personal wishes. 

“This is a modern service, geared to 
today’s needs. We invite you to use 
it. 
“A copy of our booklet on the sub- 
ject, ‘Agency Service,’ will be mailed on 
request.” 


More Than an Adding Machine 


In a recent advertisement headed “A 
Bank Is More Than an Adding Ma- 
chine,” the Bank of the Manhattan 
Company, New York City, stresses the 
human values of bank service. Copy 
reads: 

“Banking is a business which deals 
in figures. These figures must be accu- 
rate—the adding machines take care of 
that. 

“But back of the figures are human 
values. The bank serves vitally be- 
cause it touches the lives of its, custom- 
ers in their homes as well as their busi- 
nesses. 

“4 $5,000 loan and its profits—This 
commercial loan was no mere book- 
keeping transaction. It enabled a mer- 
chant to replenish his stock when prices 
were favorable. As a result, profits 
increased. 

“Bank credit makes jobs—Loans like 
the one just described benefit workers 
as well as borrowers. The funds 
quickly get into channels of trade, help- 
ing to keep people busy. 

“Back of a trust are people—To pro- 
tect the future of his grandchild—one 
of many possible purposes—a man may 
set up a trust. But whatever the pur- 
pose, a trust established with Bank of 
Manhattan Company is more than a 
list of securities. It is an assurance 
that the investments will be carefully 
watched by trained specialists whose 
chief concern is the welfare of the bene- 
ficiaries. 

“Making homes more livable—An- 
other human phase of bank service is 
the loans for home improvement. For 
other personal needs, too, bank credit 
is available. 
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“Looking at it broadly—Banks help 
to make life pleasanter and more profit- 
able. They are essential to industry and 
commerce. They play a vital part in 
local improvements, in widespread gov- 
ernmental activities, and in the national 
defense. 

“For your benefit—Through some 
large or small service this bank may 
be able to help you in your personal 
or business activities. You are invited 
to discuss your needs with an officer 
at any of our 57 convenient locations 
throughout the city.” 


Public Opinion Surveys 


During the last four years the Ameri- 
can Institute of Public Opinion, of 
which Dr. George Gallup is director, 
has conducted continuous surveys of 
national sentiment on political, eco- 
nomic, and social issues. The Public 
Opinion Quarterly for October, 1939, 
publishes a compilation of these sur- 
veys conducted from May, 1938, to 
August, 1939 This compilation, which 
is of interest to everyone concerned 
with public relations, gives the results 
of surveys on such subjects as: 1940 
presidential candidates, third-term sen- 
timent, attitudes toward the New Deal, 
depression causes, taxation, wages and 
hours regulation, foreign policies, etc. 
Other material of interest in this issue 
of Public Opinion Quarterly includes 
the articles “Television Girds for Bat- 
tle,” by John Western; “The McGraw- 
Hill Public Relations Forums,” by 
Glenn Griswold, etc. 


‘‘New England Trends’ 7 


Rendering a distinct public service 
not only to the business interests of 
Boston and all New England, but the 
country as a whole, The First National 
Bank of Boston has issued a thirty- 
eight-page monograph called “New 
England Trends.” This is, without 
question, one of the finest economic and 
social studies of the six New England 
states that has been published. A 
wealth of factual data dealing specifi- 
cally with the important economic 
forces that underlie the American sys- 


tem at work in New England is packed 
within its covers: Twenty-four primary 
factors are presented, and each is sup- 
plemented by a graph showing New 
England as it is today in relation to 
what it has been in the past. The sub- 
jects range from wealth to debt, indus- 
try to recreation. The number of fac- 
tory wage earners in New England and 
manufacturing income are given as far 
back as 1849. The trend of popula- 
tion in New England from 1790 to 1930 
inclusive shows a curve moving stead- 
ily upward for the past 300 years, but 
apparently approaching the crest. New 
England’s share of thirty-three selected 
industries shows this section, with less 
than 7 per cent of the nation’s popula- 
tion, in a commanding position in many 
manufacturing lines. A study of the 
accompanying graph brings out the 


INDUSTRY'S CONTRIBUTIONS... 
TO BETTER LIVING 


a HS RS Es 


AT LOWER PRICES 


JAY'S values in motor cars are striking testimonials to 
the American principle of “more things at lower prices 
for more people.” 
‘Twenty years ago you would have had to pay an average of 
$2.00 per pound for an automobile far less comfortable and 
efficient than the car you buy today at an average price of 
only 25¢ per pound. 
By extending credit in various forms to firms and individuals 
this Bank indirectly helps to make more and better goods avail- 
able to more people. 


Main Office: 721 North Water 
South Side Office: 414 W. National Ave. 
MILWAUKEE 
‘THE OLDEST BANK IN THE NORTHWEST @ FOUNDED 1847 
Mewber Federal Reserve Sysicm © Member Federal De post Immrane Corperaion 


This educational Marshall & Ilsley 

Bank ad calls attention to both in- 

dustry’s and the bank’s part in mak- 

ing “more and better goods available 
to more people.” 
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KEEP OUT OF WAR 


My associates and I are of one 
accord that this bank should go on 
record with its customers and the 
general public urging that this 
country stay out of the European 
conflict REGARDLESS of what 
happens—that the first duty of any 
government is to protect the lives 
and property of its citizens at 
home—and that the thing we most 
need protection from right now is 
propaganda designed to get us into 
war. 


We also wish to go on record as 
believing that in our Government, 
patriotism IS a stronger motive 
than greed for personal power, and: 
that this country will therefore 
stay out of the war. 


We urge that you do not let hatred 
of Hitler and his policies or hatred 
of dictatorships in general lead you 
to the suicidal thought that Amer- 
ica should go to war. 


When America has solved its own 
problems there will be plenty of 
time left in which to try to solve 
the age-old problems of the Europe 
which begot us. 


Regardless of what events befall, it 
would be inexcusable folly for the 
United States to enter the war. 


J. R. BURROW, President. 
The CENTRAL NATIONAL BANK 
and 
The CENTRAL TRUST COMPANY 
Topeka Kansas 


Full-page advertisements in the local news- 

papers were devoted to the above timely copy 

by The Central National Bank and The Cen- 
tral Trust Company, Topeka, Kan. 


fact that 58.1 per cent of the woolen 
and worsted goods of the country is 
produced here, and that New England 
furnishes nearly three-fifths of all the 
textile machinery and more than one- 


half of the typewriters. The tax and 
debt situation of New England states 
and local governments from 1870 to 
1937; income, railroad traffic, motor 
vehicle registration, electric power, 
fisheries, and lumber are among the 


- Hysteria.” 


many subjects considered. A conclud- 
ing chapter discusses the relation of 
research to the future of the New Eng- 
land states, as well as to that of the 
country as a whole. As an aid in 
gauging the market possibilities of this 
section, “New England Trends” should 
be invaluable to advertisers, sales ex- 
ecutives, and others. 


The Light of Experience 


A thought-provoking advertisement 
carried by the State-Planters Bank and 
Trust Company, Richmond, Va., is 
headed “Headlines of History—Not 
Copy reads: 

“For months we have been reading 
... ‘China laid waste . . . Japan threat- 
ens Pacific . . . Nazi-Red combine men- 
aces Europe . . . Neutral industry and 
shipping imperiled Democracy 
doomed?’ . . . hysterical headlines! 

“For centuries similar waves of fear 
and uncertainty have periodically en- 
gulfed the world. Yet always one light 
has shone through all the passing 
clouds of chaos, giving us confidence 
and guiding us safely onward . . . the 
unfailing light of experience. 

“Today, more than ever before, we 
need to review calmly the headlines of 
history, to reapply the protective prin- 
ciples taught by the past. In the field 
of property management these are four 
—constant study, experienced interpre- 
tation, careful selection and group judg- 
ment. Through wars, depressions and 
periods of prosperity decisions based on 
these fundamentals have withstood the 
challenge of ‘changing times.’ 

“Guided by the compass-course of 
these principles, State-Planters has suc- 
cessfully carried hundreds of supervis- 
ory accounts, management trusts and 
estates entrusted to its care through the 
perils of the past. During the days 
ahead you, too, should find one of 
these services invaluable—for the time- 
tested principles on which they oper- 
ate will continue to provide the best 
means of protecting your securities now 
—of insuring their protection in the 
future.” 
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BRIEFS 


Items of interest from many sources—condensed for quick reading 


Trust Lecture Series 


With the purpose of “creating in 
their minds a clear picture of the trends 
and functions of a modern trust depart- 
ment,” a series of ten lectures is being 
offered to men and women in trust de- 
partments as well as banking depart- 
ments by the Boston Chapter, American 
Institute of Banking, Boston, Mass. 


These Monday evening lectures, be-, 


ginning October 16 and ending Decem- 
ber 18, are devoted to various phases of 
trust department activity, and each is 
followed by a question and answer 
period. William E. Chamberlain, assist- 
ant vice-president of the State Street 
Trust Company, is acting as moderator. 
Lecturers include: Oliver Wolcott, vice- 
president, Old Colony Trust Company; 
Frederick A. Carroll, vice-president, The 
National Shawmut Bank; William R. 
Herlihy, Jr., trust officer, State Street 
Trust Company; George D. Grimm, 
auditor, The National Shawmut Bank; 
Leon M. Little, vice-president, New 
England Trust Company; James C. 
Donahue, trust officer, Webster and 
Atlas National Bank; A. Stanley 
North, vice-president, The First Na- 
tional Bank; Ralph M. Eastman, vice- 
president, State Street Trust Company; 
Henry N. Andrews, vice-president, Old 
Colony Trust Company and F, Win- 
chester Denio, vice-president, The First 
National Bank of Boston. 


School Savings Balances Up 


A total of $12,854,113 was deposited 
by 2,543,472 children in school savings 
accounts during the year ending June 
30, 1939, according to the annual sur- 
vey of school savings banking by the 
Savings Division, American Bankers 


Association. 


Of this amount, $3,246,- 
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840 remained on deposit at the close of 
the year, a slight increase over the 
$3,240,460 of net savings in the pre- 
vious year. 

The increase in net savings was made 
in spite of the fact that total deposits 
made during the year were almost 
$1,000,000 below those of a_ year 
earlier, and is attributed by W. Espey 
Albig, secretary of the division, to 


“easier living conditions which ob- 


tained this year.” 

“The rise and fall of school savings 
are barometric in implications,” Mr. 
Albig states in the study. “They rep- 
resent marginal conditions. When con- 
ditions in business, merchandising, and 
commerce are good, they are reflected 
by a rise in school savings. When con- 
ditions turn less favorable, school sav- 
ings reflect the decline. They are more 
volatile than regular savings deposits 
in banks. Frequently, regular savings 
are held with almost religious sanctity. 
Only in dire need are they touched. 
Not so with school savings. They re- 
plenish the slack in family income. In- 
quiry develops the information that 
they flow to a thousand uses.” 


Bankers’ Colors 


Ray O. Brundage, executive manager 
of the Michigan Bankers Association 
recently asked for suggestions for of- 
ficial colors to be adopted by the or- 
ganization. Reporting in the associa- 
tion bulletin, he tells of one suggestion 
“from our good friend J. G. Emery, 
president of the National Lumberman’s 
Bank, Muskegon, who suggests first 
‘black and blue;’ black for the present 
outlook on earnings, and blue for the 
way we feel about it. This combina- 
tion also is a vivid illustration of the 
bruises that the banks have been suf- 
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End of 


February 
January 


fering in the past. He also makes a 
second suggestion: ‘red and yeller;’ 
red is what we see when we read and 
hear about what certain people are do- 
ing in the business and political world, 
and yeller is what we do about it.” 


Savings and Loan Increase 


An increase of half a million mem- 
bers in the co-operative banks and sav- 
ings and loan associations of the nation 
during the past year was reported by 
H. F. Cellarius, Cincinnati, secretary- 
treasurer of the United States Building 
and Loan League, to the recent annual 
convention in Atlantic City. 

The 596,148 net increase brought the 
total membership up to 6,829,167 in 
the 8,951 such institutions in operation 
at the close of 1938. 

Assets of $5,629,564,869 are reported 
for the entire business in the United 
States and its territories for the year 
ended December 31, 1938. Thirty- 
seven states, the District of Columbia, 
and Alaska and Hawaii increased their 
assets. 

“Thrift and home financing institu- 
tions enrolled five and one-half times 
as many members in 1938 as they did 
in 1937,” reported Mr. Cellarius. “This 
is the second consecutive year since 
1930 that a substantial number of new 
members have been enrolled, reversing 
the downward trend of the thirties.” 


Personal Economics Course 


Believing that an urgent need exists 
to raise the general level of economic 
understanding, the National Commit- 
tee on Economic Education, a division 
of the American Association of School 
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Common Stocks 


Bonds 


95.7 
101.0 
102.7 

99.4 
100.5 

97.2 

99.2 
100.5 

99.6 


Administrators of the National Educa- 
tion Association, plans a comprehen- 
sive five-year experimental study in the 
field of personal economic education. 

Headed by Dr. Alexander J. Stod- 
dard, superintendent of schools at 
Philadelphia, the committee plans to 
supplement class room studies of «ib- 
stract economic theories with practical 
education in such subjects as install- 
ment buying, taking care of one’s own 
money, health insurance, and general 
everyday financial affairs of life. 
Trained writers will be employed to 
compile the necessary data, and _ the 
material’ will be tried out experimentally 
in various key school systems through- 
out the country. 


Cash Dollar Drops 


The sharp increase in general com- 
modity prices during September re- 
duced the purchasing power of the cash 
dollar to its lowest point for the year 
to date, according to Administrative 
and Research Corporation, New York 
City. Off 5.4 points from the August 
31 figure of 102.1, the cash dollar 
closed September 30 at 96.7. The bond 
dollar, measured in terms of what it 
would buy, also set a new low for the 
year by dipping to 95.7 which com- 
pared with 101.0 at the end of the 
preceding month. 

With security quotation gains out: 
stripping the September commodity 
price rise, the purchasing power of the 
common stock dollar advanced 6.7 
points to 95.4, a level only fractionally 
below the year’s high. The above 
table indicates the purchasing power 
of these dollars since the first of the 
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year. The changes in bonds and stocks 
are measured by the Dow-Jones Aver- 
ages, while commodity prices are based 
on the U. S. Bureau of Labor Statistics 
Index. 


Flying Money 


The October issue of Nation’s Busi- 
ness magazine cites a few of the effects 
of air mail service on banking. For 
example, it used to be that time was on 
the side of the debtor. Smith in Los 
Angeles owed Brown in New York 
$1,000 for a bill of merchandise, terms 
3 per cent. discount if paid by a certain 
date. The date approached and Smith 
didn’t have the money, so he “kited” a 
ckeck and mailed it to Brown. Allow- 
ing five days going and the same return- 
ing, that gave him 10 days grace to 
raise the money and cover his check 
before it should get back to his bank 
in Los Angeles for payment. Distance 
saved him $30. 

Air mail, however, has put a crimp 
in this. Through its use Smith’s check 
would be back in his bank the day 
after Brown deposited it in a New York 
bank. The kiter’s margin has been 
reduced from days to hours. Of even 
more significance is the speed-up in 
money turnover. Brown can deposit 
his $1,000 and check against it at least 
four days sooner than formerly. With 
money dirt cheap at present, four days’ 
interest is not much of an item, but that 
much time gained in buying and pay- 
ing for merchandise is. 


N. Y. Mutual Savings 


Substantial gains in the number of 
depositors and the amount of deposits 
in the 134 mutual savings banks in New 
York State during the quarter ended 
September 30, are reported by the Sav- 
ings Banks Association of the State of 
New York. 

The amount of deposits as of Sep- 
tember 30 aggregated $5,566,912,390, 
a gain of over $42,000,000 since Jure 
30, 1939, a gain of nearly $79,000,000 
for the six-months period and an in- 
crease of over $195,000,000 for the 
year. There are now 5,987,133 de- 


positors in these banks. This repre- 
sents a gain of 13,461 for the quarter, 
19,976 for the six months and 80,120 
for the full year ending September 30, 
1939, 


Foreign Investments 
C. F. Childs and Company’s October 


Investment Bulletin reports: 

“British investments in the United 
States were estimated at more than 
$2,300 million, including about $600 
million dollar balances, as of May 31, 
1939, and about $1,067 million were 
marketable investments. 

“French investments were estimated 
at more than $500 million, including 
about $275 million dollar balances, as 
of May 31, 1939. 

“Netherlands and Switzerland invest- 
ments were estimated at about $2,500 
million, and Canadian investments at 
about $1,400 million, of which over 
$300 million was in cash balances. 

“There are about 200 investment 
trusts in Great Britain. Their total 
investments, market value, amount to 
more than $490 million, of which $80 
million are U. S. securities.” 


World War Business Record 


Every industry during the last world 
war reported an increase in the value 
of its output, according to the Alex- 
ander Hamilton Institute. The in- 
creases, however were far from uni- 
form. The aircraft industry reported 
that the value of its products showed 
an increase of 1719.4 per cent from 
1914 to 1919, while the marble and 
granite industry reported an increase 
of only 20.7 per cent. The increase 
showed by the aircraft industry, how- 
ever, was exceptional. The increase by 
the automobile industry, while reported 
the second largest gain, was much 
smaller. The value of automobile pro- 
duction rose 374.5 per cent between 
1914 and 1919. 

The total value of the products of 
all manufacturing industries combined 
was 159 per cent higher in 1919 than 
in 1914. Of 58 individual industries, 
20 industries reported increases in ex- 
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cess of the gain for all industries com- 
bined. The remaining 38 industries re- 
ported increases of less than 159 per 
cent, 


Opening Hour Change 

The banks comprising the Palm 
Beach Clearing House Association—the 
First National Bank in Palm Beach, 
the Florida Bank & Trust Co.,. West 
Palm Beach, and the Atlantic National 
Bank, West Palm Beach—voted to open 
an hour later during week days in the 
months of May, June, July, August and 
September this year, thereby changing 
the opening hour from 9:00 A. M. to 
10:00 A. M. during week days, but 
retaining the old schedule on Saturday 
of 9:00 to 12:00. 

At a recent meeting of the members 
of this association, and the Lake Worth 
National Bank, Lake Worth, Florida, 
which is seven miles south of Palm 
Beach, it was agreed, in view of the 
satisfaction expressed by customers re- 
garding these new hours, that the banks 
would continue to open at 10:00 on 
week days and 9:00 on Saturdays 
throughout the entire year. 


Credit Extension Necessary 


In a round-table discussion on “Addi- 
tional Banking Services” at the recent 
ABA convention in Seattle, W. B. Harri- 
son, president of the Union National 
Bank, Wichita, Kansas, stressed the 
necessity of banks extending loan serv- 
ice to offset reduced governmental ex- 
penditure. Mr. Harrison said, in part: 

“Congress adjourned after rejecting 
a vast program of increased appropria- 
tions and taking a positive stand for 
saner economy in Government. We all 
applauded. But more than applause is 
necessary to win.a cause. If the Gov- 
ernment quits spending so much, private 
business must spend more. Somebody 
must spend or consumption will decline 
and unemployment will multiply. 

“Without transgressing the bounds of 
sound credit extension, we can let those 
worthy of credit know we are willing to 
advance funds repayable in installments 
to purchase useful household appliances, 
educate children, replenish depleted 
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wardrobes, take a needed vacation, ob- 
tain hospital, medical or dental treat- 
ment, or to procure any other goods or 
services, the purchase of which will 
create added labor and uplift the living 
condition of the borrower.” 


© 


Convention Dates 


1939 
December 7-8—American Bankers Associa- 
tion Regional Conference, Richmond, Va. 
1940—N ATION AL 
May 8-10—National Association of Mutual 
Savings Banks, Hotel Statler, Boston, 
Mass. 
June 3-7—American Institute of Banking, 
Hotel Statler, Boston, Mass. 


1940—State anp NATIONAL 


January 11-12—ABA Regional Trust Con- 
ference, Detroit, Mich. 

January 17-19—Missouri Bankers Confer- 
ence, University of Missouri, Colum)ia, 
Mo. 

January 24-26—Louisiana Bankers Confer- 
ence, Louisiana State University, Baton 
Rouge, La. 

February 12-14—Indiana Banking Con‘er- 
ence, Indiana University, Boomington, 
Ind. 

March 21-22—ABA Regional Banking Con- 
ference, Denver, Colo. 

April 4-6—Florida Bankers Association, 
Palm Beach Biltmore Hotel, Palm Beach, 
Fla. 

May 2-3—Oklahoma Bankers Association, 
Tulsa, Okla. 

May 4—Oklahoma American Institute of 
Banking, Tulsa, Okla. 

May 6-8—Missouri Bankers Association. 

May 13-15—Mississippi Bankers Association. 

May 15-16—Indiana Bankers Association, 
Claypool Hotel, Indianapolis, Ind. 

May 15-16—South Dakota Bankers 
ciation, Watertown, S. D. 

May 17-18—National Association of Bank 
Auditors and Comptrollers Regional Con- 
ference, Minneapolis, Minn. 

May 21-23—Texas Bankers Association, 
Buccaneer Hotel, Galveston, Tex. 

May 23-25—Virginia Bankers Association, 
Hotel Roanoke, Roanoke, Va. 

May 28-29—TIllinois Bankers Association, 
Palmer House, Chicago, Ill. 

June 3-5—Iowa Bankers Association. 

June 5-7—Minnesota Bankers Association, 
Minneapolis, Minn. 

June 5-9—District of Columbia Bankers 
Association, The Homestead, Hot Springs, 
Va. 

June 6-8—West Virginia Bankers Associa- 
tion, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 

June 11-12—Wisconsin Bankers Association. 


Asso- 
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